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Unisys raises $207m 
with Timeplex sale 

Unisys, the debt-ridden US computer company, 
; is selling its Timeplex networking subsidiary 
for «207m to a Joint venture led by Ascom 
Holding, a Swiss telecommunications and auto- 
mation company, together with its partner Mer- 
cedes Information Technologies of South 
Africa. The Unisys move is part of a plan to 
raise cash by selling assets. Timeplex, which 
had 1990 sales of around 5250m, manufactures 
local area networking systems for voice, data 
and video transmission, its main customers 
are large industrial and service companies, 
primarily In the US and Europe. Page 22 

Lex sells US offshoot for $150m 

Lex Service, the largest 
UK vehicle distributor, is 
to sell its electronics 
component distribution 
operations In the US and 
Canada in a deal worth 
$150m. Arrow Electron- 
r- q , cs - secon d largest 
OELit VIvaE. electronic component 

distributor in the US, will 
pay Lex $108m in cash and 6.6m Arrow shares, 
worth about $9 each. Lex, headed by Sir Tre- 
vor Chinn, is also trying to sell its European 
electronics businesses, which have a net asset 
value of about £30m ($50.1 m). It would use the 
proceeds from these sales to reduce group 
borrowings, which stood at £104m at the end of 
1990. Page 26 

EMAP’s first fall in 10 years 

. EMAP, the publishing 
• and exhibitions group. 

■>\ yesterday announced 
pre-tax profits for the 
£ year to the end of March 
of £30.8m ($5 1.4m), com- 
pared with £38m last 
year — the company's 
first fall in profits for 10 
years. Mr Graham Ross 
Russell (left). EMAP 
chairman, said the trad- 
ing results reflected 
severe pressure on the 
economy. In the first 
three months of fills 
year, EMAP’s newspa- 
per revenues fell by 13 per cent to 14 per cent 
and business magazines dropped 30 per cent 
compared with the same quarter last year. 

Page 26 

No copper-bottom guarantee 

Copper supplies this year would be hard- 
pressed to cope with any unexpected and seri- 
ous tell In production, according to RTZ, the 
world’s largest mining group. It warned that 
total copper stocks remained low while produc- 
ers would be unlikely to escape the problems 
which held back production last year. Page 28 

Barlow Rand comes full circle 

South Africa's largest industrial group, Barlow 
Rand, is shifting its focus away from mining 
arid processed minerals, the main source of 
profits In recent years. The move has been 
spurred largely by the fact that the fortunes of 
this industrial flagship have been largely deter- 
mined by movements in world commodity mar- 
kets. In the 20 years since taking control of 
Rand Mines, Barlow’s involvement with mining 
has been inauspicious. Now the group Is pres- 
iding over the dismemberment of a once-proud 
mining house. Page 21 
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Adia seeks SFrl 74.9m capital injection 


By William DulHorce in Lausanne 


ADIA, the employment and 
services group taken over in 
March by the Swiss businessman. 
Mr Klaus Jacobs, and Asko Deut- 
sche Kaufhaus, the German 
retailing group, plans to raise 
new capital and sell off the com- 
panies which have no connection 
with its core business. 

The capital increase, which 
includes a rights issue, would 
raise SFrl74Sza fSll&n) if fully 
subscribed, and bring sharehold- 
ers' equity to about SFr 640 m. A 
SFrlOOm provision against 
restructuring costs Is also being 
created against reserves. 

On the basis of the 1990 fig- 
ures, the disinvestment, if carried 
through, would reduce turnover 


from SFr5.7bn to SFr3Jbn but 
Leave Adia as the world's second- 
largest temporary employment 
group after Manpower. 

Dp for sale are Inspectorate, 
the inspection services company; 
the security service companies 
Protected (Europe) and Network 
(US); and the Meridian computer 
Tpflginp businesses in Europe and 

Adia earlier announced a 
boardroom shake-up and the 
replacement of Mr Yves Patemot. 
chief executive, by Mr Nico Issen- 
iriiiTin formerly an executive 
with Jacobs Suchard, the Swiss 
chocolates and coffee group, in 
which Mr Jacobs last year sold a 
controlling interest to Philip Mor- 


ris of the US for a net personal 
gain of about SFz2bn. 

Mr Jacobs will become chair- 
man of Adia’s board, which will 
include three Asko representa- 
tives, Mr Helmut Wagner, chair- 
man, Mr Klaus Wiegandt, chief 
executive, and Mr Franz- Sachan, 
fhumre director. 

After buying its controlling 
stake from Omni Holding, Mr 
Werner Bey’s master company 
now under court protection, the 
Asko-Jacobs partnership brought 
in Price Waterhouse and the Bos- 
ton Consulting Group to advise 
on the group’s financial structure 
and future strategy. 

Mr taaanmann said the conclu- 
sions were that the group had too 
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Government rejects chemicals group’s business plan for 
T'k _ 1 1 


Politics and 
profits at 
odds in Italy 


small a financial base to be com- 
mitted in SO many di f farpnt fiplik 
and that heavy investments 
would be necessary to establish 
Adi a as the world imwiw In tem- 
porary work and personnel ser- 
vices. 

Under an U-foM rights offer 
shareholders are being offered 
bearer shares at a price afSFi750 
each. Holders of participation 
certificates will be able to buy 
bearer shares at the same price 
at a ratio of 55 to L Subsc ri ptio ns 
- will open on July 25 and cloee on 
August 2. 

Mr Jacobs and Asko have 
already exercised their subscrip- 
tion rights and bought 70,000 
bearer shares for SFr&L5m. In 


addition, holders of the SFrG2-7m 
convertible band expiring in 1994 
have accepted a premature, dis- 
counted repayment of SFzSL7m 
which haa been reinvested in 
683*72 shares at the same price of 
SFr750 each. Mr Jacobs and Asko 
have bought half these shares. 

So far these transactions have 
increased Adia’e capital by 
SFrlMJZm. A farther SFr70.7m 
will be raised, if an holders of 
shares and participation certifi- 
cates exercise their subscription 
rights. 

- Hit heavily by the recession in 
the US, UK and Australia, Adia 
posted a. 43 per cant fell to 
SFrlI5m in 1990 conaoiktated net 
earnings. Mr Issenmaunsaid the 


parent company, which operates 
to a .fiscal year ending June 30, 
would cut its dividend. 

Despite the earnings slide, 
Adia said its share of the tempo- 
rary help market had increased 
in almost all countries last year. 

Mr Yves Patemot, ot _ 
chief executive, said Adia 
increased revalues from person- 
nel services by 3 per cent in 1990 
while Manpower’s income had 
declined by 3 per cent. 

In the first three months of 
1991 Adia’s revenues declined by 
10 per oat. Manpower’s by 12 per 
cent 


new investment 


Haig Simonian reports on the 
credibility crisis facing EniChem 


S INCE moving back into the 
public sector last Novem- 
ber, EniChem, the world’s 
ninth biggest chemicals group, is 
proving how politics and busi- 
ness do not always mix, or at 
least s at at a profit; in Italy. 

The company's fortunes have 
jjwHnwi since Rni, Italy’s huge 
energy and chemicals producer, 
bought out Montedison's 40 per 
cent stake in Hie former Enimomt 
Joint venture last November and 
then tendered for the remaining 
20 per central the market. 
Banifagg have plunged in line 

with the general downturn in the 
world chemicals business, leav- 
ing EniChem with a loos of 
L88bn *• (868.05m) last year 
against 1989*8 profit of L716bn. 

Some analysts say those fig- 
ures were achieved th anks to 
some nifty work with extraordi- 
nary earnings. Meanwhile, sales 
Ml by L9 per cent to Ll5^47bn 
and net debt surged by almost 35 
per cent to L8341bn. 

EniChem’s results look set to 
deteriorate farther this year. The 
company has barely begun the 
strategy of asset sales, joint ven- 
tures and new investments 
which its management says is 
essential to shift It out of loss- 
making commodity and agricul- 
tural chemicals into higher val- 
ue-added products. 

EniChem's exposure in these 
two areas has left it vulnerable 
to the industry’s current down- 
turn. Bulk and agro-chemicals 
have been plagued by overcapa- 
city and felling prices. 

Baxxing a miracle, earnings 
are set to worsen this year if the 
restructuring does not start 
soon. 

Italian politics presents 
another problem for the com- 
pany. As a state-owned concern 
with many of Its plants in the 
poorer south, EniChem risks 
bring run more as a soda! ser- 
vice than a profit maker. 

Last week the government 
ngeeted the company’s four-year 
business plan as some politicians 
felt EniChem's carrot of 
ULSOObn for new investment, 
some 53 per cent of it in the 
south, was not enough to 
sweete n the substantial job cuts 
ami plant closures in Sardinia. 
Sadly the Mezzogtorno. 

EniChem’s management has 
been told to prepare a new set of 
proposals to be presented after 
the sensitive Sicilian elections 
later title ramttii. 

Mr Nino Ctistofbri, a cabinet 
minister, says the new ideas 
must take into account the needs 
of the chemical Industry and 
wider problems of southern 
Italy, where unemployment Is 
more than 20 per cent 


The political rift triggered by 
the plan, which called for 4£00 
job cuts by the aid of 1994 on 
tap of the 5300 temporary lay- 
offs already made this year from 
the group’s 50,000 workforce, 
has spilled over from the compa- 
ny’s boardroom into its parent's 
and right up to the cabinet 

Last week. Hr Gianni De Mlch- 
eits, the Socialist foreign minis- 
ter, and Mr Paolo Cirhto Pomi- 
dno, the Christian Democrat 
budget minister, crossed swords 
fax the press over the company’s 
future. 

The political rift has also 
p brnfl a cloud over EniChem's 
prospects. Concern about domi- 
nation by the Socialists, who 
already bold s w a y over hit, has 
prompted some Christian Dono- 
crats to call for the appointment 
of a second managing director to 
flank Mr Giovanni PariUo at Eni- 
Chem. 

There have also been demands 
fra: the resignation of Mr Giorgio 
Porta, tiie company's chairman. 

EniChem must retain credibil- 
ity If it is to strike the sort of 
deals with chemical industry 
counterparts which Mr Porta 
says are essential for it to 
emerge from its present difficul- 
ties. 

So fer, plans for link-ups with 
other chemicals companies are 
limited to a deal with Union Car- 
bide of the US. 

Union Carbide is a leading 
polyethylene producer, while 
EniChem Is Europe’s biggest 
manufacturer of th i s building 
block for making plastics. The 
deal would give Union Carbide, 
which p ro bably lac ks the 
resources to expand its produc- 
tion outside the US, a foothold in 
Europe, and it would boost Bid- 
Chan’s plans to develop produc- 
tion outside Italy. 

The negotiations, which Sul’s 
chairman. Mr Gabriele Cagliari, 
says should be co m p l eted within 
tiie next right weeks, are expec- 
ted to create two new joint ven- 
tures. 

The first, in Europe, will be 
controlled by EniChem, while 
the second, in the US, will be 
under Union Carbide. 

EniChem has also said it is in 
talks with British Petroleum on 
another, unspecified, venture 
and earlier this year, it readied 
agreement with ICL the UK 
chemicals group, to expand flirir 
European Vinyls Corporation 
(EVQ plastics joint venture from 
a commercial and marketing alli- 
ance into a self-contained plas- 
tics company. 

Many more such deals wifi be 
requ i red for EniChem to realise 
its ambitions to move away from 
bulk chemicals and broaden Its 



Eni chairman Gabriele Cagliari: overseeing a Joint venture 
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By Hugo Dixon in London 
MERCURY Communications, the 

! tel Piwm mnwiwitlniw subsidiary Of 

Cable and Wireless, has decided 
not to compete headon with Brit-, 
ish Telecom in the UK residential 
market but, instead, to focus on 
business customers and 
’long-distance traffic. . .. 

- The decision reduces the likeli- 
hood of local rivals developing 
in competition to BT, one . of 
tiie main aims of the UK govern- 
ment’s telecommunications 
policy- review earlier this 
year. • 

i Cable and Wireless, the inters 
national telecommunications 
group, wW. shortly announce the 
change in focus which has 
stemmed from a review of its 
world-wide strategy. 

The review has also concluded 
that, outside the UK, C&W 
should concentrate more on 
nj l Ch g monopoly Tran-ka t a ratten- 
tbantiymg to. compe&uhead-ea . 
vrit6*gants toch as AwT and 
BT. 

The strategic review was 
launched by Lord Young the for- 
mer Conservative Cabinet Minis- 
ter who became chairman of 
C&W last year. - 

Its conclusions represent some- 
thing- of a retrenchment com- 
pared to tiie group’s previous 
ambitions plans, bnt they 
may be welcomed by sbarehoKE. 
ers on the grounds that they they 
are more tightly focussed on 
commercial objectives. The group 
reports its annual profits on 
Thursday. . 

A C&W executive said Mercury 
would not 'dig iq> the streets to 
go to tiie local marker. 

He said that instead the 


company would use its personal 
communications licence, which 
allows it to provide mobile 
phone services, as . its 
mpan« of serving residential cus- 
tomers. 

Mercury Personal Communica- 
tions is likely to be merged 
with Mercury Communications to 
form a single company, the 
executive said. This will bring 
both operations under the 
control of Mr Peter van Cuylen- 
bnrg. Mercury’s chief execu- 
tes. 

However, the executive dis- 
missed suggestions that the 
change represented a loss of 
power for Mr. Gordon Owen, 
C&Ws group managing director 
who previously had responsibil- 
ity for the personal communica- 
tions operations. Mr Owen con- 
tinues : to be chairman of 
Mercury. 

' l The : C&W ffltecnfive supported 
the idea of concentrating on 
niche monopoly markets outside 
the UK. "Sometimes small is 
beautiful. 1 ’ he said. 

However, he added that this 
did not mean, that "we won’t 
offer a global solution to clients 
where wo are competing against 
foe giants". 

Under its previous chairman, 
Loid -Sharp, C&W placed empha- 
sis on its strategy of building a 
global digital highway consisting 
of using fibre optic cables endro- 
Hng the globe. 

It is understood Lord Young 
is not proposing to abandon 
this approach but is rather 
contemplating a shift of empha- 
sis. 


Internationa! production base. 

BntfThwn derives 80 per cant of 
its production from Italian 
plants and it remains very 
inward looking in terms of sales 
- arou nd 55 pe r cent of Enb 
Chon’s turnover comes from its 
home market, compaicd with the 
top German chemicals groups 
and K3 wh ich deriv e abo ut 25 
per cent of turnover from their 
home markets. 

If EniChem succeeds In becom- 
ing more in te rna ti onal and alter- 
ing its product range, it may 
emerge from unprofitablHty. 
Greater credibility could also 
help it to strike further deals 
with big chemical producers. 

Hit fails, matters can only get 
worse: any hopes EniChem may 
have of raking cash by refloat- 
i ng some shares on the bourse - 
a target announced by Eni when 
it regained c ont rol last year - 
wifi vanish.. 

The latest figures show that 
ftri and its subsidiaries now own 
all hot 04 per cent of EniChem’s 
shares. 

Broken say the only private 
shareholders remaining are envi- 
ronmentalists who have stayed 
on board to attend - and per- 
haps disrupt - the company's 
annual meeting next week. 


Ratners issue may raise $100m 


By Keren Zagor in New York 

RATNERS Group, the UK-based 
jewellery chain, hopes to raise up 
to SlOGm before expenses, by issu- 
ing in the US up to 14)00 auction 
market prefered shares via a pri- 
vate placement to a number of 
investors, at a price of $1004)00 
per share. 

Ratners. whose balance sheet 
included net debt of £l55m in 
February, said the proceeds 
would be used to cot net borrow- 
ings. 

Ratners came under pressure 
from the City last autumn when 
It acquired Kay Jewelers, the US 
chain, for £20rm. Kay, which was 
then on the verge of bankruptcy, 
was quickly integrated with Rai- 
ners existing operations in the 
US. Together, they contributed 
£Mm to Ratners operating profits 
of £134 .25m in the year ended 
February 2, I99L 

Announcing the results In 


April Ratners said it would cut 
up to LQ00 jobs or 5 per cent of 
its staff In an attempt to combat 
recession in the UK and the US. 

Sales grew 24 per cent to 
SLUbn in the year to end-FOb- 
ruary, but costa rose fester, leav- 
ing pre-tax profits only wH g hti y 
ahead at £11 0.05m against 
£108 22m before pro perty g»w 
Fully diluted earnings per share 
fell 9 per cent to 234Jp. 

Ratners said it would be pru- 
dent to reduce its reliance on 
short-term bank debt by dl v erai - 
tying Into more permanent types 

of flmmt* and fay h wrtfewing fig 

funding base. Much of Ratners' 
recent expansion has been 
financed through US dollar 
denominated borrowings on a rel- 
atively short-term basis. 

The new US shares, which will 
not be listed on any stock 
exchange or offered to Ratners 


shareholders, will be issued in 
bearer form and will have no 
fixed redemption date. They may 
be redeemed at the option of the 
company at various times. 

The new auction market pref- 
erence shares (AMPS) are expec- 
ted to have a dividend rate of 
between SM per cent and 5% par 
cent Since they have no redemp- 
tion dale, they are considered fay 
Issuers as equity rather than 
debt. Ratners’ existing AMPS 
preference shares were issued in 
the US in three series of 500 
shares - A, B and C - in 1989. 
The new US preference shares 
will be issued in two series - D 
and E - at 500 shares each. 

Ratners said it would convene 
an extraordinary general meeting 
in the UK to coincide with its 
annual meeting an July 8. It will 
seek shareholder approval for the 
issue at that time. 
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British Land sees 9.6% 


fall in value of portfolio 


By Vanessa Moulder, Property Correspondent, in London 


BRITISH LAND, the property 
company headed by Mr John 
Ritblat which has been one or 
the most prominent investors 
In the depressed UK market, 
yesterday reported a 9.6 per 
cent fall in the value of its 
portfolio over the year to 
March 31. 

Its diluted net asset value 
per share fell by IB per cent 
from 492p to 40ip. After invest- 
ing £*60m ($736m) since the 
end of 1989 in its largest ever 
acquisition programme, its 
interest charges more than 
doubled to £60. lm from £29. 7m, 
cutting its pre-tax profits from 
£44. 8m to £31.0m. 

Mr Ritblat said the compa- 
ny's buying programme was 
recognised to have been oppor- 
tune. “When our market recov- 
ers it «in do so dramatically. 
particular ly for geared holders 
of quality property," he said. 

"Whenever the cycle 
improves we expect the com- 
pany to be well positioned to 


raVP full advantage," he added. 

The fall in value of British 
Land's portfolio, now on a run- 
ning net yield of 7.2 per cent, 
was a result of an is per cent 
cut in the value of City proper- 
ties, a 14 per cent fall in values 
in the rest of London, a decline 
of 3 per cent over two years for 
the provincial portfolio and a 
steady performance from the 
overseas portfolio. 

The company says the 
decline in property values was 
mitigated by the value of its 
new purchases, which have 
been valued at more than was 
paid for them. 

The acquisitions EhiftPri the 
emphasis of its portfolio away 
from offices and central Lon- 
don towards retail property 
and the provinces. 

The geographical breakdown 
is the City 24 per cent (30 per 
cent), rest of London 21 per 
cent (30 per cent), provincial 47 
per cent (31 per cent) and over- 
seas 8 per cent (9 per cent). 


By use; the distribution is 
offices 58 per cent (68 per cent), 
retail 35 per cent (23 per cent), 
industrial 7 per cent (8 per 
cent). Property sales made 
£84m. 

The company has issued 
278.75m of convertible capital 
bonds and 2100m of unsecured 
bonds, giving it £500m of avail- 
able funds, which is more than 
it had at the start of 1990. 
Treating the 278.75m convert- 
ible capital bonds as equity, 
the debt to equity ratio is 72 
per cent. 

Net rental income increased 

from £63 9m to 2799m. Much of 
the group's investment has 
been in sale and leaseback 
deals in the retail market, 
ensuring that 40 per cent of the 
rent roll of £115m is subject to 
minimum guaranteed uplifts. 

A final dividend of 3.87p 
brings the total for the year to 
5.75p, an increase of 10 per 
cent 
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CEAC to 
buy control 
of German 
battery firm 


Sharp fall in profits hits Unigate 




By Maggie Urey in London. 


By George Graham 

in Paris 


Nora Indastrler 
slips into red 
as costs rise — 


Aker hit as demand 
for cement falls 


By Karen Fossil 


NORA INDUSTRIE H, the 
Norwegian group with main 
interests in the food and 
drinks industry, suffered a 
loss of NKr27.6m (34.05m), 
before extraordinary items, in 
the first four months of this 
year, compared with a profit 
of NKr68.7m last year. 

Nora said costs rose due to 
the Introduction of new. 
retnm-for-deposit packaging 
for its drinks. Nora also spent 
some NKr523m to boost its 
shareholding to 20 per cent in 
Orkla Borregaard, another 
Norwegian food and drinks 
company, in which it is seek- 
ing to strengthen cooperation. 
Nora forecast group profits for 
the year as a whole to he In 
line with those of 1990 or 
“somewhat better". 

Group sales in the four- 
month period rose to 
NKr2.82bn from NKr2.00bn 
last year. Operating costs rose 
to NKr2.09bn from NKrl.TObn, 
largely due to last year's 
acquisitions. Finance costs 
rose to NKr65.3m from 
NKr3l9m. 


By Karen Fossil in Oslo 


AKER, the Norwegian cement 
oil and gas technology group, 
said yesterday that a slump in 
demand for cement in the west 
had pushed the company into a 
net loss in the first four 
months of 1991, and forecast 
that group profits for the year 
as a whole would be considera- 
bly lower. 

Aker posted net losses of 
NKr23m (S3JJ4m) in the period 
compared with profit of 
NKr58m a year earlier. For 
1990 as a whole, profits were 
NKr623m. Group sales in the 
period declined by NKrlbn to 
NKrS-83bn. 

Mr Torn Ruud, Aker’s new 
president and chief executive, 
said that a reduction in profits 
expected for the year as a 
whole affects partly-owned 
companies so earnings per 
share, which reached NKr795 
in 1990, are expected to be in 
line with those for last year. 

Mr Ruud pointed out that 
restructuring measures imple- 
mented during the past couple 
of years had boosted the 


group’s equity ratio to 319 per 
cent by the first four months of 
this year, compared with 239 
per cent in the same period 
last year. 

He said that Aker's decline 
has been most significant in 
the cement businesses outside 
Norway, but that the fall in 
these markets in Norway had 
also been greater than expec- 
ted. 

Mr Ruud said that his com- 
pany is responding to the diffi- 
cult market situation for 
cement aru * building mnfwiaJg 
with a number of measures. 
Last month Aker said it would 
close Castle Cement's UK Pit- 
stone plant, and in Norway 
adjustments are also being 
niarip to take affect thic year. 
Aker owns 50 per cent of Castle 
Cement. 

Sales by cement division 
fell to NKrL64bn in the four 
month period from NKr2.06bn 
last year, but sales by the oil 


COMPAGNIE Europe ense 
d’Accumolateurs (CEAC). the 
French batteries group, has 
agreed to buy control of Accu- 
mulatorenfabrik Dr Theodor 
Sonnenschein. 

CEAC will buy 749 per cent 
of the German group from the 
Schwarz-Schilling family - 
including Dr Christian 
Schwarz-Schilling, Germany’s 
post and telecommunications 
minister — and from Mr Frank 
Rogge, the current executive 
shareholder. DG Bank will 
retain its stake of 35.1 per 
cent 

CEAC said Sonnenschein, 
which employs MOO people, is 
expected to break even in 1991 
on sales of around FFr950m, 
($160. 47m) after several years 
of loses. 

Sonnenschein has a position 
In most of the same battery 
markets as CEAC, but is also 
world leader hi the “Dryfit” 
gel technology. 

This technology, although 
relatively expensive, produces 
batteries which can function 
in extremely low temperatures 
and which offer good trans- 
portability and low discharge 
rates. 

CEAC Itself has just been 
taken over by Hat of Italy 
from France’s Alcatel Alsthom 
as part of a share exchange 
and co-operation agreement. 


UNIGATE, the food and 
transport group, yesterday 
announced a sharp drop in 
profits, and a restructuring of 
Its business involving large- 
scale provisions. - 

However, It maintained its 
99p final dividend and raised 
City hopes that the problem 
areas were being tackled, 
enabling the share price to rise 
I 2 p to 282 p. 

Pre-tax profits for the year to 
end-March fell to 275.5m 

($120 An), from £1059m in file 
previous year, including profits 
on property sales of 25.4m, 
against 213.1m. Two businesses 
were identified for sale - the 
JP Wood chicken subsidiary 
find the car contract hire part 
of the Wincanton transport 
division. Other disposals could 
aim be made. 

Mr Ross Buckland, who 
joined the group as chief exec- 


utive lust October, admitted 
“our results are disappoint- 
ing". . .. 

However he said that the 
company had refined the 
description of its activities, 
saying its "primary focus is on 
food'and related distribution." 
He said Unigate could expect 
to produce consistent profit- 
able growth year by year. 

He also announced a second 
board room departure - that 
of Mr David Yeomans, who had 
headed the Wincanton trans- 
port division - following Mr 
Andrew Dare's resignation as 
head of the food division in 
Man*. Mr Buckland said the 
group's management structure 
fart been «ifawgrt a-nd lines of 
communication shortened. 

Mr Buckland said the prob- 
lem on the chicken side was 
caused by over-supply, exacer- 
bated by cheap imports from 


eastern Europe. This made the 
industry even more cyclical 
and commodity-based than 
before and Mr 'Buckland said 
Unigate decided It was not one 
it should remain in. 

Both the poultry and con- 
tract hire businesses had lost 
money in the last financial 
..year, although Mr Buckland 
would not say how much. 
There was a provision on 
the c on tract hire ride covering 
the foil in resale values of 
vehicles. The group as a whole 
also spent £49m on redundan- 


After tax there was a 295m 
extraordinary debit. ' This was 
yrm Ho up of £13X0. of COStS 

already involved in closures 
and sales, a £6m provision for 

the cost of putting the doorstep 
milk delivery business on to a 
franchised basis, and. a £76 m 
prov i s i on against losses from 


the. businesses to be sold, 
including the expected loss on 
the sales. . * 

MrBudOiiiidstPttMrfMjg 
ther losses would appear 
above-tbe-tlue from 
- ifies. "We have fully PWM 
for everything we can predict. 

A 5 a result there was -a 
retained to» *^1**™^ 

roc am profit) and the. P atent* 
sheet showed a -fall m Wt 
assets from E4359m to £343 £m. 
However. Mr Buckland said 
roaring was low at 14 POT CHlt 
tfthc debt related to the con- 
tract . hire business was 
excluded. 

The group's dairy dhrhdcfa 
and the US restaurant riwhw 
increased profits, as did. the! 
Nutrieia baby food associate 
company. However, all other 
divisions suffered a profit 
declines T 
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Manchester United shares fail to score 


By Jane Fuller in London 


ON their first day of trading on 
the London stock market, 
shares in Manchester United, 
victorious in the European Cup 
Winners Cup, fell to 3l4p, more 
than 18 per cent less inwn the 
placing and offer price of 385p. 

This disappointment fol- 
lowed an unexpectedly poor 
response from members of 
public, who only took up 46 per 
cent of the 29m shares offered 
to them as part of t fa nssm 
($2&.05m) money-raising exer- 
cise. About L4m shares were 


left with more than 20 sub- 
underwriters. 

Among them were institu- 
tions who had already bought 
2.1m shares in the separate, 
successful placing. United's 
advisers hud reckoned that the 
auto to the public would be the 
paste r part of file transaction 
because the emotional appeal 
of one of the UK's most glam- 
orous clubs could be added to 
the fiwnm-fai inducements. 

On yesterday's closing price 
of 314p. the prospective yield 


for 1991-92 goes up to 7.4 per 
cent - substantially above the 
market average - and the 
price-earnings ratio for the 
year about to end Is 8J, a dis- 
count to the leisure sector. 

United’s market value of just 
over £38m la In line with the 
figure of £35m to £40m that 
was originally envisaged for 
the notation. The price tag 
seemed to rise, however, with 
every successful cup round, 
although it was argued that 
the basis was improved profit 


prospects, particularly through 
European competition. 

The issue has left the dob's 
merchant bank, Henry Ans- 
bacher and its broken. Smith 
New court and Chariton Seal, 
part of Wise Speke,' shaking 
their heads. 

Meanwhile. United has col- 
lected £6.7xn towards the rede- 
velopment of its CHd Trafford 
ground and Mr • Martin 
Edwards, chief executive, has 
gained more than £6m through 
reducing his holding. ' 


Perstorp slides 
to SKr282m 


PERSTORP. the Swedish 
speciality ami plan - 


Saipem seeks L135bn to 
fond future expansion 


Baltica returns to black 


with profits of DKr558m 


tics group, suff e re d a 39 per 
cent drop in profits (after 
finanrial items) to SKr282m 


By Haig Slmonlan In Milan 


By Hilary Bames,in Copenhagen 


and gas technology division 
rose to NKr2.14bn from 


rose to NKr2.14bn from 
NKi2bn last year. 


(344.35m) in the first eight 
months of the year, from 
SKr463m in the previous cor- 
reroanding period. 

Group sales fell fay 2 per 
cent to SKr4988bn from 
SKr4918bn, writes Robert Tay- 
lor in Stockholm. 

The company expects that 
its earnings for the year will 
be more than halved to around 
SKrSOOm from SKx638m for 
the preceding 12 months, with 
a decline in the profit per 
share to SKr9.60 from 
SKT1695. 


SAIPEM, the oil industry 
services arm of Italy's Eni 
ene rgy and concern, 

is raising Ll35bn ($134. 4m) 
from shareholders to finance 
fixture expansion, increasing 
the number of cash calls now 

farting Hip Milan bourse. 

The company is issuing 100m 
new ordinary shares on the 
basis of one new LI 435 share 
for every three ordinary or 
savings shares currently held. 
Around 18 per cent of Saipem’s 
share capital is listed, with the 
rest held by Eni group compa- 
nies. 

After plunging further into 


the red with a net loss L230bn 
for 1990 after a loss of L49bn in 


1989, Saipem has seen a sharp 
increase in its order book this 
year. Some L800bn of the 
orders came from the North 
Sea, the company said. 

Turnover in the first four 
months of this year almost 
doubled to L417bn from L224bn 
lmt year. 

• Mondadori. tfa Italian pub- 


lishing group being divided 
between Mr Sthdo Berlusconi 
and Mr Carlo De Benedetti, 
plans to merge with AMEF, the 
fairttiy company which owns 
a bare majority of its shares. 


BALTICA Holdings the insur- 
ance and financial services 
group, lifted first-quarter prof- 
its to DKr558m (S8JL2m) a galTufr 
DKrllSm in the same period 
last . year. The group made a 
DKr2.04hn loss in 1990. 

The first-quarter result was 
strongly Influenced by move- 
ments in the market value of 
Danish and foreign stocks. 
Including the group's share- 
holdings In the Ftench finan- 
cial services group. Suez, and 
Britain's Hambro’s Bank. 

The increase in the value of 
throe two investments added 
DKr95lm to the first-quarter 


profit figure. The shares in 
Hambro’s Bank were sold in 
April for DKr83im, which was 
iwcriPm more than the shares 
were worth at the end of 1990. 

In the 1990 accounts the 
Hamhro’s shareholding gave 
an unrealised loss of DKrl26m 
and the shareholding in Suez 
gave a loss last year of 
DKr€95xn. 


Before tax and extraor dinary 
items, first-quarter pro fi t was 
op from SKrl64m to DKr203m. 
Profits from the accident insur- 
ance business increased from 
DKr6Qm to DKrlSlm. 


HYPO-BANK 


Rewarding Results in 1990 


Elayerische Hypotheken- und 
Wechsel-Bank moved into the 
1990s by turning in another 
excellent year. Croup assets rose 
17.2% to nearly DM 175 billion 
while group operating profits 
advanced to DM 1.075 billion. 
Partial operating profits for the 
parent bank reached DM 893.4 
million, surpassing the bank's 
previous record set in 1985. 

Tjiese strong results were achie- 
ved despite high interest-rate 
levels, second-half declines in the 
stock ma rkeL and considerable 
investments for new facilities in 
the former GDR. 


CjTermanys oldest publicly-quo- 
ted bank, HYPO-BANK AC is 
maintaining its 26% dividend to 
shareholders. During the year, 
HYPO-BANK committed sub- 
stantial resources to establish its 
office network in eastern Ger- 
many where further expansion is 
planned for 1991. Significant pro- 
gress was also made in the Group's 
long-term strategy to broaden its 
building finance and investment 
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Highlights of our consolidated Balance Sheet for 1990 in milfioo Ptf 


Total assets 

(Total assets parent company) 


174*550 

124,48V 


Total loans 

General banking 
Mortgage banking 


135,246 


48344 

86,701 


Total deposits and long-term liabilities 
General banking 
Mortgage banking 


165,410 


78,651 

86,759 


Shareholders’ equity 


5,305 


management capabilities at borne 
and abroad. For example. Hypo 
Capital Management - in tandem 
with Bankhaus Maffei, Foreign & 
Colonial (London), and Anlage- 
und Kredi thank (Zurich) — boost- 
ed its performance and service 
potential in 1990. 


For your copy of our 1990; 
Annual Report, please contact 
our International Department,' 
Theatinerstrasse 11* D-800ff 
Munich 2, Germany, TeL: 
(89) 9244-1, Telefax: (89) 9244-’ 
2880, Telex: 286535, S.W.LET? 
HYPO DE MM. ; 


jBased on the results achieved 
in the early months of 1991 and 
our optimistic assessment for the 
months ahead, the outlook for 

HYPO-BANK and its share- 
holders is indeed positive for the 
year as a whole. 




<rfr> 



BayartsctoHypQihelen-undyVBGhas^aarik 

Akfla n g aa aiachaft 


Modem Banking ‘ 

in the finest Royal Tradition ! 





*•!*«> midm.es oav aixtraiL Tcrr^ rvnawe nse to tne cnailenge. 
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:QDMPA—I»» AND FINANCE 

Shell 'MM, Rhoex I Argus rfces | South Africa’s industrial 


Wit 


o bis: 
'KrjJ, 


mining venture 

ffc*PMflp Gawltti ip Joharmesburg 


SHELL SA' and Rhombus 
Exploration': ffihoex) : have - 
sseed to ptrtidpatelh a feasl*': 
.May study eouJ£L : iesDlt 
itifc R32C6ndUt2m) joint veu : ' 
{pis. to ntfne and -refine min- 
«aL sands in nortfcemNataL. 

1’ further faulbifity wort 
must be undertafcaa-.befi>rB tbe- 
project Is: given., the go-ahead, 
tort technical , and economic , 
fundamentals 'are considered ’ 
Raunri and a' final decision 4 b- 
ejtjjKcted in* l992.SbdL and ‘ 
Rhoex will have a «0 per cent 
and 40 per cent stake in the 
company respectively, with 
Rhoex ahledo reduce: its partis. 
Ipafcion to about a per, cent If it 
does; not contribute- further 
lands. : 

The project involves the min- 
ing of inland mineral sands 
coder agricultural -and plants-' 
rtnw lanH JfineraL sands con- 

twin flmenlte, nHpe^gad.zfitxhL' 
Thfey are mainly used in liia.- 
ffrdtetion of titanium pig: . 
npaet which. Is used' in the 


paint, papa- and plastics Indus* 
tries. The ■ mineral sand 
reserves held by - both parties 
contain - Wan tosses of ilmen- 
ite, 500jD(X£fono& of rutile and 
Llm tonnes of arcon, expected 
to lajst tor more than 20 years 
id th&'jJahned production rate. 

The: Stell-Hfcoex joint ven- 
tim'ginM to nroduce hiehoual' 
ity synthetic and natural 
rutfflel . 

. Mr Rob StiJt, Rhoex manag - 
tog director^i^a the pigment 
Industry; ws$' switching to 
higher gra§£TeedstockB used 
in the chkpae pigment process 
tn Tpfnhnk&w aste. He said the 

H +g^iirni^ wSffetork market was 

rolativel^^ahte with pigment 
prodocem'J^pandlng capacity 
by-' 28 parent -In an industry 
TOO se animal . turnover was 
R30bnl 

- Rhoex will continue to do 
the geological work and moni- 
tor the prefect's financial prog- 
ress. whfifl-SheU will act as 
marketing agent 


Accidental sells stake 
in Chinese coal mine 


OCCIDENTAL. ‘Petroleum has 
sold its 25 per cent stake in a 
coal mine in China to~fts Ch4- 
nese partner foranmidisclosed 
price, according to bankers arr- 
anging a ;synmcated loan - for 
the project; Renters- reports 
from Hong Kong. ’ 

■" 1 Occidental, .the US-based oil 
company,.: held the stake 
through Island Creek China 
Coal (ICCQr a 50-50 joint ven- 
ture with the state-owned 
rank of China Trust and Con- 
sultancy. ICCC holds a 50 per 
pint interest in tbe An Tai Bao 
coal mine project in Shanxi, 
central China. ; 

,,XCCC notified creditor banks 
Jgst week that it wonU prepay 
a,*475m loan -by the end of 
dun. ICCC'bas drawn (town 
Aout J200m of the 1966 loan. 

Bankers in Hang Kong skid 


China could save huge costs by 
restructuring the loan - 
which must hi any case be 
reorganised due to the change 
of ownership - by earlier 
repayment 

Occidental said in Jamary it 
would pud out of some unprof- 
itable businesses. It has been 
meeting creditor banks,, sug- 
gesting the Chinese partner 
take up all the obligation of 
the loan for ICCC, as Occiden- 
tal b TfepAwl salting 1 frte Stake. 

Uhder the loan terms, Bank 
of China and . Occidental are 
liable to guarantee the loan 
repayment if the project fails 
the completion tests. 

After changing hands the 
project could still enjoy the 
benefits of being a Joint ven- : 
tore in China aa ICCC is a Ber- i 
muda-registered firm: 1 


. PAN-HOLDING 

SOCUETE ANONYME 
LUXEMBOURG 

The Annual Geoeral Meeting of Shareholders, which took 
place on May 30, 1 991, approved the accounts for the year 
1990. ’ • . 

The Unconsolidated profit and loss Account- shows a Net 
Front Of USD 34,946,913. . 

After the transfer to the Contingency Reserve of the net 
realised gain on sales of investments and oil exchange of 
USD 29,408,625. there remains sr net investnient income of 
USD 5,538,288. 

The Shareholder’s Annual General Meeting decided the 
dstributfon to the shares outstancfing cm June 28, 1991 after 
the dose of the markets, of a dividend of USD 8.50 tor the j 
year 1990. which is the same as for the previous year, and of ; 
an exceptional dividend of -.USD 1.50 in respect of the 60th 
anniversary of the Company. The global dividend of 
USD10.00, which to free of withhokfing tax In Luxembourg, 

. v$B be payable as from July i ; 1991 onwards. . 

The Chairman indicated that the cash reserves represented 
hearty 20% of assets at year end as compared to 5% at the 
-end of 1989, The Gulf crisis which overhung on economies 
.pod markets around the world during the second half of toe 
year justified this caution. On January 17, a large part of 
those cash reserves was re inves te d and,. by toe end of May, 
.8aey represented only approximately 11% of the assets. 

The investments in North America were decreased during the 
year (23.5% of assetej/asintha Pacific Basin zone (12% of 
assets), while Europe (43.5% of assets) remained 
overweighted, somemora emphasis beingpui on Germany. . 
,7]>Q unconsolidated net asset value . per share of PAN- i 
.HOLDING as of December 31, .1990 was USD 481.08 for 
each of toe 615,000 shares of USD 100 par vatoe forming the 
caprtaL Tltis value is to be compared wtth USD 548.49 as of 
December 31, 1989, which refneserUs a decrease of 10.5% 
for the year 1990.' Taking into account ton dividend paid, toe 
. decreased 8.9%.. • v:-- 

The Chairman toirraurreed wtto deep regret to toe Board the 
death, oh May 10, 1991 of Sir Flpnald_L. PRA1N, O.B.E., a 
director since 1981 .He. was. a man of an exceptional human ' 
quality, became a Member of the Board of Directors on April 

- , 10 . 1961 arto ance rfways gave to the Board expert advice 

and shared. wlto toe Company his great experience and: j 
broad profldency, eepeciafly In the mining sector. 1 

,The Chairman expressed his welcome to the Board to Mr. 
Ciamettt. WEITH, toiteMChairmanoftite 

■ fctonp^, dr America. ■ 

Ti>e_&®8ort&iary General Meeting yafidiy held on the same 
date approved unanimously the. whole. of toe resolutions 
, i^wo^yed ^'toe , agenda. ■' ■’ . . ' ~ . 

ft thus decided amongotoefs : 

- to .cancer 65,000. PAN-HXDING SA shares hefci by. the 

Company to M ^ treasury, reducing the . capital by USD 
6.500*000; in orterto bilng It from USD 61,500,00040 USD 
SS.OOO^Wiv^: - • 

- to. ratee^to» of_aach t)f .toe 550,000 remaining 

shares by U^^^order to bring ft from USD 100 to USD 
200, tins increa^^e ■ ^xtalby USD 55,000,qoQln order 
to:bdngftfrofh LGD^^QOto USD 110.000.000. . 

The practical in order to affix- these 

amendments to aft toe:s4jafftxj(jdffitates of PAN-HOLDING 
SA wfflbepitotehQd shoftiykMJte press. 

uncon^fated rid $Bset ^^m^nted. to USD 533.48 per 
share, staroing-an {rw^asa crf8.6%wheqcomparedtoto8 
uncws£^d^edh^as8«Areiue.^ on 615,000 shares 

As of May -31^1991. ^con^kfeted net asset. value was. 
USD 546.42 ag^»it^D 511.13" as of December 31. 1990. 


Argus rises 
to R 66 . 3 m 
on strong 
second half 

By Philip GawHh 

A STRONG second-half 
performance allowed the 
Argus group. South Africa’s 
largest entertainment and 
information company, to over- 
come difficult trading condi- 
tions and report increased 
Mmiiiy in the year to end- 

Vnrrh. 

Turnover rose by 14.4 per 
cent to Rl^bn ($84&8m) and 
trading income was 229 per 
cent higher at Rl67.Sm. 
Attributable income rose 17.2 
per cent to R6fi.8m, having 
been only 3.5 per cent higher 
at the halfway stage. 

The group’s newspaper 
interests, including a 100 per 
emit stake in Argus newspa- 
pers and a 37.7 per cent stake 
in Times Media (TML), the 
other leading English lan- 
guage newspaper group in the 
country, contributed 49 per 
cent of earnings. Both groups , 
suffered from lower advertis- , 
ing volumes, the better perfor- • 
mance coming from Argus 
newspapers. 

Go od s howings also came 
from CTP Holdings, a printing 
and community newspaper 
company in which Argus has a 
significant stake, and enter- 
tainment and retail Invest- 
ments, namely GNA Gallo and 
interests In the M-Net cable 
television station. 

The . group is forecasting 
Increased earnings on the 
assumption that the recession 
has bottomed out 

Earnings per share rose 15.9 
per emit to 160 cents and the 
overall dividend was 14 per 
cent higher at 50 cents per 
share. - 


Komatsu to 
invest in 
dump truck 
concern 

KOMATSU, a leading Japanese 
maker of construction equip- 
ment, said yesterday it would 
begin capital partidpatLou in a 
dump-truck concern to be 
established In Norway, under 
an agreement with state- 
rowned Olivfn of Norway, 
AP-DJ reports from Tokyo. 

Komatsu will provide 
NKrlQm (51.47m), or one third 
Of wi nWalkaHn ii cost, fOT t bff 
articulated dump truck manu- 
facturer, to be called Moxy 
Track. 

Komatsu will lend technical 
.support in developing the new 
truckmaker and will also pro- 
ride quality control, Komatsu 
said. 

The Japanese company wiH 
globally market dump trucks 
under Komatsu’s brand name 
that are made by Moxy trucks 
on the original-equipment- 
manufactnrer (OEM) basis, 
Komatsu w W. 

Moxy Trucks Is likely to be 
establ i s h ed late this month or 
early next month after receiv- 
ing permission from the Nor- 
wegian g ov er nme nt, a spokes- 
man at Komatsu said. 

The new company will be 
based in Ehiesvagun, Norway, 
and employ about 150 people. 

Articulation In dump trucks 
allows the cab of the vehicle to 
swivel against the c a r ria ge, in 
contrast with the more com- 
mon rigid-body dump trucks. 

OUrin S is a company under 
control of Norway's ministry 
OF trade and Industry, and 
mak e* and sells cast in g sand 
for iron-making. 


UIC proposal 
for rights 
issue rejected 

UNITED Industrial 
Corporation (UIC), Singapore’s 
diversified ho ling company, 
faces an uphill task to reduce 
a large debt and mounting 
Interest costs, after the local 
stock -exchange rejected a pro- 
posed rights issue, according 
to analysts, Renter reports. 

The Stock Exchange of Sing- 
apore turned down UKTs pro- 
posed one-fbr-four rights Issue 
without giving any reason. 

The company said at the 
weekend it had planned to use 
the issue proceeds to reduce . 
Us debt of SSL4tHm (USf870m), ! 
artidng from its partial take- 
over of Singapore Land last 
year. It owns 72.6 per cent of 
Singland. 


Japanese bank 
to operate 
in Shanghai 

CHINA has granted Industrial 
Bank of Japan and Sanwa 
Bank licences to set .up 
branches in Shanghai, the 
China News Service said, 
Reuter reports, . .. 

OSS said thine were 10 for- 
eign »nd overseas Chinese 
banks with full branches. 
Including. Hongkong and 
ffhimghfli RanUnp CoK]l, StflU- 
d&rt ^Chartered, $ank of East 
Asia axtd Overseas Chinese 
Banking CotpJ. , 


flagship changes course 


B arlow Rand, South 
Africa's largest indus- 
trial group, is shifting its 
focus away from mining and 
processed minerals, the main 
source of profits In recent 
years. Analysts, while welcom- 
ing the move, are saying it is 
not before time. 

The shift has been prompted 
by the fact that the course of 
the country's industrial flag- 
ship was being largely deter- 
mined by movements in world 
commodity markets. 

Middelburg Steel and Alloys 
(MS&A), a wholly-owned sub- 
sidiary and the world’s second 
largest ferrochrome producer, 
was subject to persistent mar- 
ket volatility. This situation 
was aggravated by Rand 
Mines, the group's mining arm, 
running up large debts and 
attracting large amounts of 
criticism for its managerial 
style. 

Two recent announcements 
show Barlows has taken mat- 
ters in hand: Rand Mines is 
close to concluding a deal to 
sell its troubled platinum activ- 
ities to Tm paTw Pla tinum, and 
Barlows has announced it will 
reduce its stake in MS&A. 

The restructuring will 
smooth the earnings cycle of 
the group, which has been too 
highly geared to the perfor- 
mance of MS&A and change 
the composition of group earn- 
ings. Mming and mineral bene- 
ficiation contributed only 22 
per cent of group profits in the 
six months to end-March, down 
from 45 per cent in the 1989 
financial year. Mr Warren 
Clewlow, executive chairman, 
agrees this wfil be the pattern 
of the future. 

Since taking control of Rand 
Mines in 1971, Barlows’ 
involvement with mining has 
been inauspicious, given that 
20 years ago it took over a min- 
ing bouse considered to have a 


good mineral rights portfolio, 
and is now presiding over its 
dismemberment. 

Group industrial interests 
have performed much better 
than those on the mining side. 
Some attribute this to the tra- 
ditional domination of accoun- 
tants at Barlows, saying the 
group foiled to take the long 
view. Others accuse Barlows of 
neglecting Rand Mines. 

Mr John Whillier. mining 
analyst at brokers Irish Men- 
nell Rosenberg, says Rand 
Mines failed ultimately 
because it miscalculated the 
amount of metal it could 
extract from its ERPM and 
Barbrook mines on the gold 

Barlow Rand is moving 
away from mining and pro- 
cessed minerals, the main 
source of its profits in recent 
years, writes Philip Gawith 

side and the Barmines plati- 
num operation. 

Mr Clewlow says of the 
MS&A initiative: 'It doesn't 
make sense to have a stake 
which has such an Impact on 
our results. You can't have 
swings such that the tail Is 
wagging the dog” 

In the 1989 financial year 
MS&A made R216m ($77.1m) 
profit, or 2L6 per cent of the 
Barlows totaL This was down 
to R52m, or 6.1 per cent last 
year, with losses upward of 
R30m on the cards this year. 

B arlows' lowering of its 
stake in MS&A will be in 
two stages. First, the 
free distribution to Barlows 
shareholders of about 20 per 
cent of the issued shares, 
enough to give the share rea- 
sonable marketability. There 
will then be a further disposal 
in the market in the following 
two to three years. Mr Clewlow 
says the aim is to get down to 


a "meaningful t stake”, with 
Barlows mmntnining manage- 
ment controL 

The chosen solution at Rand 
Mines, whose performance Mr 
Clewlow describes as "pedes- 
trian at best”, is to transform it 
from a mining house into a 
coal house. 

The process is already far 
advanced. Rand Mines has dra- 
matically lessened its exposure 
to gold, by disin vesting from 
the gold TninftR it manages, and 
the deal with Impala will leave 
it with minor platinum hold- 
ings. 

The disposal of the Vansa 
vanadium operation is under 
way, which leaves only coal - 
the source of nearly 75 per cent 
of Rand Mines profits in the 
March interim results. 

Non-core assets will be dis- 
posed of in order to lessen 
debts - the Impala deal will 
require Rand Mines to absorb 
R200m of Barmines debt. It 
will also be selling, in 
a staggered fashion, its listed 
investment portfolio of about 
RlOOm. 

While the MS&A proposal is 
uncontroversial, the Jury is 

Still OUt On t.Tia Im pala ritml 

Only when the terms are 
known will it be possible to see 
the price BarlowB is having to 
pay for this restructuring. 

In the long term, though, a 
reduced exposure to commodi- 
ties Is likely to benefit Bar- 
lows. Excluding MS&A, Bar- 
lows interim epmingB would 
have risen bsTci per cent, a 
creditable performance against 
the background of an economy 
that has shown negative 
growth for six successive quar- 
ters. 

While the group does not 
emerge unblemished from the 
current restructuring, it has 
taken steps which should allow 
it to sail a more certain and 
prosperous course. 



U.S. $150,000,000 


Ban kef Ireland 

(EsmbBstwl in Ireland by Ctwl$r m3 7Q3, and havmg limited UabUit/j 

Undated Floating Rate Primary Capital Notes 

In accordance with the provisions of the Notes, notice Is hereby 
given that for the three month Interest Period from June 11, 
1991 to September 11, 1991 the Notes will cany an Interest Rate of 
6.4375% per annum. The Interest payable on the relevant interest 
payment date, September 11, 1991 will be U.S. S 164.51 per U.S. 
210,000 principal amount 

By: The Chase Manhattan Bank, N A, 

London, Agent Bank f^CHASE 

June 11, 1991 


EUROPEAN INVESTMENT LOCATIONS 

The FT propom to publish this survey 
on 

My 4ft 1991. 

Tbe FT b read by 54% of Chief 
Executives of the largest 2000 com panic* 
in Europe and 22% of senior European 
h i i m i m lin en involved in decision nuking 
about Bttdnen Premise*/ Industrial sites. 

If vou want to reach this important 
audience, call Hugh Wenmacotl on 0532 
434969 or fax 0332 423516 
Sub ante CUef Extmttm X Europe 1990 it EBKS 1989 



The Hongkong and Shanghai 
Banking Corporation 

(Incorporated In Hong Kong wtth Rmtted UabWty) 

U.S.$ 400 , 000,000 

PRIMARY CAPITAL UNDATED FLOATING RATE NOTES 

(SECOND SERIES) 


n> 


Nodes ta hereby given thu the Rate of IntertW has bean Rxsd at &375% 
and that the Interest payable on the relevant Interest Payment Date 
September 11, 1991 In rasped of £5,000 nominal of the Notes wtt be 
S81 .48 and In respect of SI 00,000 nominal of the Notes wA be Si ,629. 1 7. 


June 11. mi. London _ 

By: C*tw*, NA (CSSI Dept). Agent Bank CfT1BAN\C9 


EVA to increase passenger services 


EVA Airways, Taiwan's second 
largest international airline, 
will begin passenger services 
to Bangkok and Seoul ou July 
X, Mr Frank Hsu, company 
president, said yesterday, Reu- 
ter reports from Taipei 
“We are a newcomer to the 
aviation business, but we plan 


to become a major player in 
the Asian aviation industry," 
Mr Hsu said at Taipei’s inter- 
national airport, where he took 
delivery of EVA’s first aircraft, 
a Boeing 767. EVA is a subsid- 
iary of Evergreen Marine Corp 
(Taiwan) which runs a con- 
tainer shipping line. 


EVA ia due to begin flights 
to Jakarta, Singapore and 
Kuala Lumpur later In July 
and flights to Vienna and Syd- 
ney are due to begin in Sep- 
tember. 

State-controlled China Air- 
lines is currently Taiwan's 
only international airline. 


DOMUS MORTGAGE FINANCE NO 1 pic 

£100,000,000 

Mortgage Backet! floating Rate Notes 
due 2014 

In accordance with the conditions of the Notes, notice is hereby 
given that for the three month period 6 June 1991 to 6 September 
1991 the Notes will carry a rate of Interest 1 L725 per cent per 
annum with a coupon amount of £2955.34 

CHEMICALBANK 

As Agent Bank 


All 

commodity 
indices 
are not 
created 
equal. 


Watch this. 


Goldman 


Sachs The Goldman Sachs Commodity Index (GSCI) is the new benchmark that has 
Commodity significant advantages over other commodity indices, 
index For three key reasons. 

2 One, it’s the first commodity index to weight its components according to 
A their physical production worldwide. 

|| Which makes it a more reliable measure of the impact of commodity per- 

S formance on the global economy. 

AWmm Two, it’s the first index to include only commodities with active futures 
■™ markets. 

. Which gives it a liquidity unavailable in any other commodity index. 

Three - , it's the first index that's comparable to the standard stock 
and bond indices. 

Because it reflects the total return — both price movement and yield — 
from commodities. 

By all means, watch the GSCI daily on Reuters page GSCI. 

AD niarki KMUO0 Dy BM. Tll« bfflti am sarwes msitoor tranamorha ofGObmvi. SOT S C8 

ksued 19 QMdman. SadttA Ga bm uvrouaa By R*mm sxere fetonuuwui umaxa ■ nmw of TteSteureM and Fuium Authority. 
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these securities having toon sold, this announcement appears os a matter ct record only 


10,964,348 Shares 


June, mi 


the 



Companies , Inc. 

Common Stock 


2,000,000 Shares 

The above shares were ottered outside the United States and Canada by the undersigned. 

Donaldson, Lufkin & Jenrette 

Securities Corporation 

Merrill Lynch International Limited 

Salomon Brothers International Limited 

Cazenove & Co. Daiwa Europe Limited Hoare Govett Corporate Finance Limited 
Paribas Capital Markets Group Swiss Bank Corporation S.G. Warburg Securities 


8,964,348 Shares 

77ie above shares were ottered in the United States and Canada by the undersigned 


Donaldson, Lufkin & Jenrette 

Securities Corporation 

Merrill Lynch & Co. 


Salomon Brothers Inc 


Bear, Steams & Co. Inc. 
Dillon, Read & Co. Inc 


Hambrecht & Quist 

incorporated 

Montgomery Securities 


The First Boston Corporation 
A. G. Edwards & Sons, Inc 

Lazard Frgres & Co. 


Alex. Brown & Sons 

Incorporated 

Goldman, Sadis & Co. 


Lehman Brothers 


Kidder, Peabody & Co. 

Inco r pora te d 

J.P. Morgan Securities Inc Morgan Stanley & Co. 

Incorporated 

Paine Webber Incorporated Prudential Securities Incorporated 

Robertson, Stephens & Company 


Wertheim Schroder & Co. 

Incorporated 

Advest, Inc Amhold and S. Bleichroeder, Inc 


Smith Barney, Harris Upham & Co^ _ 

Incorporated 

Dean Witter Reynolds Inc. 


William Blair & Company 


Crowell, Weedon & Co. 


Interstate/Johnson Lane 

Corporation 

C.J. Lawrence Inc. 


Dain Bosworth 

Incorp or ated 

Kemper Securities Group, Inc 


The Chicago Corporation 
Gruntal & Co., Incorporated 
Ladenburg, Thalmann & Co. Inc 

Morgan Keegan & Company, Inc Neuberger & Berman 

Raymond James & Associates, Inc. 


Legg Mason Wood Walker 

Incorporated 


McDonald & Company 

Securities, Inc. 

Piper, Jaffray & Hopwood 

Incorporated 

Stephens Inc. 

Black & Company, Inc. 
Jefferies & Company, Inc 
Seidler Amdec Securities Inc. 
Van Kasper & Company 


Ragen MacKenzie 

I n co rp orated 

Wheat First Batcher & Singer 

Capital Markets 

Brean Murray, Foster Securities Inc Domini ck & D ominick 

Pennsylvania Merchant Group Ltd 
Sutro & Co. Incorporated 
Wedbush Morgan Securities 


Parker/Hunter 

Incorporated 


This announcement appears as a matter of record only. 

1 

f $400,000,000 

ALLIEDjLYONS Y ’ 

Allied-Lyons North America Corp. 

$300,000,000 Guaranteed Senior Notes Due 2001 
$ 100,000,000 Guaranteed Senior Notes Due 2006 

Guaranteed as to Payment of Principal and Interest by 

Allied-Lyons PLC 

Direct Placement of the above Notes has been arranged by the undersigned. 

The First Boston Corporation J.E Morgan Securities Inc. 

June 11, 1991 


INTERNATIONAL COMPANIES AND FINANCE 


Unisys to sell Timeplex 
subsidiary for $207m cash 

By Louise Kefooe in San Francisco and WWiara Oufttorce ln Geneva 


UNISYS, the debt-ridden US 
computer company, is selling 
its Timeplex networking sub- 
sidiary for $207m as pact of a 
plan to raise cash by selling 

flSRtS* 

Timeplex is being bought by 
a joint venture ted by Ascom 
Holding, a Swiss telecommuni- 
cations and automation com- 
pany, together with its partner 
Mercedes Information Technol- 
ogies of South Africa. 

The Unisys offshoot, which 
recorded 1990 sales of around 
$2S0m, manufactures local area 
networking systems for voice, 
data and video transmission. 
Its main customers are large 
industrial and service compa- 
nies, primarily in the US gTV * 
Europe. 

The transaction, announced 
yesterday, is subject to regula- 
tory approvals and is expected 
to be completed by the end of 
August 

Unisys acquired Timeplex 
three years ago for stock val- 
ued at $300m. The company 
said, however, that since the 
book value of the stock had 


dedued it would not record a 
loss an the sate of Timeplex 
and may record a small profit. 

Unisys is carrying debt of 
SESbn, ami has stated that it 
intended to pay down the debt 
by S600m this year. 

Already this year the com- 
pany has raised S170m, primar- 
ily from property sates. In addi- 
tion, last week Unisys Finance 
Corporation sold$]31m of lease 
receivable-backed certificates. 

“The Timeplex sale, which 
enhances our efforts to achieve 
our 9000m debt-reduction tar- 
get, is an important milestone 
in that it is the first large busi- 
ness segment that has been 
sold since the programme 
began. Aggressive efforts to. 
sell other selected businesses 
for an acceptable price con- 
tinue," said Mr James Unroh, 
Unisys chairman and chief 
executive. 

Thp T lmepigt agreement and 

additional real estate agree- 
ments signed in the second 
quarter will bring the total of 
cash raised to more than 
$5QGm, the company said. 


With a sharehofaflng at 61 
percent Asom will carry man- 
agement responsibility for 
Timeplex. The Berne-baaed 
group said the purchase would 
allow it to consolidate its tnter- 
natkmal market position in 
transmtesum systems fortete- 
co mmu nlcafipns networks. 

Mercedes Information Tech- 
nology is an TmH<dwrl r-r u n p an y 

in the Sanlam group which 
owns 67 par cent af Datakar. 
Datakor took over the South 
African operations of Unisys in 
1968. & te the country's second 
largest computer group with 
turnover of R48&5m <*m& n) 
in the year to March 199L 
• Separately, Unlays dis- 
missed as "speculation’* 
reports that the company had 
agreed to pay about 8190m to 
rwtfk 1 a longstanding Pentagon 
fraud case involving alleged 
bribery and influence-peddling 

to obtain military contracts. 

Unisys said it was continu- 
ing to negotiate with the US 
Justice Depa r tment "We hope 
that we can come to an agree- 
ment" a spokesman said. 


Brazil to back plan 
for funding Embraer 


By Victoria Griffith In Sflo Paulo 


EMBRAER, Brazil's 
state-owned aircraft manufac- 
turer, will receive help from 
the government to salvage its 
battered finances, acoordu^ to 
Mr Jose Souza Santos, the 

group's ffwannp tfl i m -fcfw 

“The new economics team 
has informed us that we will 
obtain sufficient funds to put 
Embracer's house in order," he 
said. Embraer’s debt holdings 
exceed 8600m. 

Traders said the Bank of 
Bra zil was pu tting out feelers 
for [4* tkm in n govern- 
mentaponsoted relenting plan 
for the purchase erf deposit 
facility agreements (DFA) from 
Embraer 's creditors. 

They believe the possibility 
of such a. scheme has been 
partly responsible for an 
upturn in the DFA marfcpt this 
week. Mr Souza said a buy- 
back plan was not yet in place. 

■"The Brazilian government 
will probably opt for a straight 


relending programme, with a 
five-year grace period and 12 
years of payment at 9 over 
London interbank offered 
rate," Mr Souza said. 

It was likely that other 
ban lot, as weD as the Bank of 
Brazil, would be asked to par- 
ticipate, and the relending pro- 
gramme would bear the guar- 
antee of the fe d er al treasury. 

Mr Joan fhmlia, R mhr aer'a 
chairman, is going to Europe 
next week to discuss the 
group’s with foreign 

creditors. Mr Cunha said he 
will announce Embraer’s new 
flmding options in Paris. 

“The idea Is to prove that we 
have the ability to pay,” said 
Mr Souza. "Only after we sort 
out the situation with creditors 
can we confidently request 
equity participation. " 

Mr Cunha has promised to 
have Embraer ready for priva- 
tisation within the next 18 
months. 


CanPac cots 
dividend 
to 16 cents 

CANADIAN Pacific, the 
Canadian conglomerate, has 
reduced its quarterly dividend 
to 16 nanattian cents from 23 
cents, writes our financial 
staff. 

The company said that the 
redaction was prudent given 
the Impact of the current 
recession on earnings and the 
likelihood that the economy 
will only recover at a stow and 
gradual pace. 

The new dividend is payable 
July 29. 

Last month the group 
reported a first-quarter loss <rf 
C8S.3m (USj4_6m), or 2 cents a 
share, its first quarterly loss 
since 1986. 

Mr William Stinson, 
chairman, told the 
meeting, also in May, that 

CanaHfaw ftwtfle WOUld tOPOlt 

a profit for an 1991, hut It 
would be well below &e 1990 
total of C8355m because of the 
long North American 
recession. 


Revco files 
bankruptcy 
plan with : . 

US courts * 

By Nikki Tall in New York 

REVCO, the US drug storti 
Ahgin which In ISS8 became, 
the first billion doflsr-pltw, 
leveraged buy-out 

terday announced It tod Hied. 

reorganisation plans with the. 
us bankruptcy courts. - 

If the plan - which covers 
Revco and its parent go apaagf. . 
An ac - is supported by use 
tors and approved by the courts 
much or the litigation sot- 
rounding the 1986 leveraged 
buy-out would cease. 

However, the cause of action, 
by Anac against Salomon 
Brothers, the US Investment 
bank - which centres on the, 
question erf whether the lever- 
aged buy-out was a "fraudulent' 
conveyance" leaving Revco.' 
with insufficient capital to coo-’, 
duct its business - is pr£; 
saved under the plan. , 

The trade executors’ commit- 
tee, meanwhile, would hvrf 
the rights to any funds recoi-, 
ered as a result of legal aettofc; 
successfully brought against* 
three of the company's former 
managers. 

A joint plan of reorganise^ 
tion for Revco was drawn up> 
by the company’s creditors toff- 
autumn, but that scheme was* 
considered "not feasible",, 
given the worsening business 
conditions. , 

Revco said it had used its: 
revised bumness plan for put-, 
ting together the latest reor-, 
ganisation scheme. It claimed 
its aim had always been to 4 
achieve a consensus but. 



by creditors. 

Under the plan, general 
unsecured creditors would be* 
offered stock in the the reor- 
ganised company, pins the liti- 
gation rights against the thtee; 
former Revco managers. All; 
allowed bank claims would be, 
exchanged for new secured 
notes. i. 

Revco operates around 14OQ, 
drug stores In about 10 eastern. 
US states. 

In addition to the “firandu-; 
lent conveyance" issue, the. 
lev er aged buy-out of Revco and 
its subsequent bankruptcy 
have been noteworthy for the 
sizeable fees that a variety 0$ 
advisers have gained from the 
company. J 7 


The 

PHARMACEUTICAL 

INDUSTRY 


The FT proposes to publish this 
survey on 

23 July 1991. 

It will be seen by approximately 
one million readers in 160 
countries world wide. If you 
want to reach this important 
audience, call Bill Castle on 071 
873 3780 or fax 071 873 3062 
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REVIEW OF INTERNATIONAL 

MARKETING OF RED MEATS 

Tto Oi g i n l Unir The Amtraton Meat End Live am* nw e erc h and 
DoveJopmenJ Ccrporction ta an Ausfraftan Statutory Btrthorfty {uxled by 

tto meat and Bveaock industry and (to Federal gewamment. The 

Corpor atio n is the major research and d owto pment body for Hie 

Industry 

The Requliasianfc Tb provide essential background to forchutatlan of 
research under Its Bve-faar Plan II 991/82 tol99SWn.tto Corporation 
wfB undertUw a fle rigw ct InSw n a fl onW Mv/toting ol Red M as ts during 

a four-month period commencing around Jtdy 1961. Major alms of the 

review wM be to describe aid Hnafyee fits present status ol martating ol 

rad matt within Australia and major export marten, and develop 

recommendations tor subsequent work under ttoRve-Ttar Plan. 

Mode of OparaSore The Review wil be undertaken In cooperation 1 

and reporting to. the Corporatta n ' a Martel Program Ooonlii ato r , 

Results from prior studteswSI be avaiiabielo 1 ** 


Ex perience and feteregted hdWuato or organisations should 

hew «aen8fvolntefiatlonaiato Australian aystwnce in tho a ppScedon 

of advanced martadng techniques to the sale of perishable foodstuffs 

preferably meats. A fira dan nterrationd standing ki marketing and a 
record of success in the area era raqufcs m ant s . 

On-gotna ParfiataaBcn: The successful Contractor may be knitsd to 

teoome Etwfwd in tto tufl Martot Program under tto Corporattatt 

Hve Ybar-Ptan following completion onto Review. 

AppOcafteae At appfcaSona wSB to traaisd In s&fcf confidanca 
Interested perttoeahotid contact John Wabeler on tatachone No. 

(6 12) 261 1388 or facsMlB Na (6 1^ 261 2248 to reeme ihe fuR job 

des cription . App0caflore.wWcti dose on 24 Awe 1931. ahovrid be 

raldrosBod toe 

Hie Bustness Manager 

n Meat and live-stock Research 


TtoAustraSanl 

and Dew 

PO Ban , 


it Corporation 
.Sydney South, NSW awtAustrafe 


. US. $275,000,000 
of which 

US. 5200,000,000 has been Issued as foe Initial Tranche 

The Bank of New York Company, Inc. 

Floating Rate Subordinated Capital Notes due 1997 

Notice Is hereby given that the Rate of Interest has been fixed at 
635% pa. and that the interest payable on the relevant Interest 
Payment Date. September 1 1, 1991 against Coupon No. 23 in 
respect of U&$I<MX» nominal of the Noras wfll be U&8IS9J2. 




,11, 1991 London r-im.n ■ ■ . r ■ 

CJtftonJt NA (CSS Dept). Reference Agent C/l/£tArnO 


Interim Report 

January 1 - April 30, 1991 


SCA IN BRIEF 



SEKM 

1991 

1990 

Net sales 

11.527 

8£59 „ 

Earnings after financial items 

1,106 

967 - 

of which structural measures 

365 

32 ' 

Net earnings after taxes 

891 

614 

Earnings per share. SEK 

4.88 

a39 . 


STATEMENTS OF EARNINGS 

(unaudited) 


SEKM 

1991 

1990 

. 

Net sales 

1,527 

8.659 


Gross trading profit 

1,824 

1,412 


Depreciation 

-690 

-439 


Share of earnings at associated companies 

132 

79 

• 

Operating profit 

1,266 

1,062 


Structural measives 

365 

32 


Operating profit after atructuraf measures 

1,631 

1,084 

j 

Net financial items 

-525 

-127 

t 

Earnings after net financial Hems 

1,106 

957 

ra 

Mnority interests in earnings 

-35 

-40 


Income taxes 

-180 

-303 

- 

After-tax earnings from onfinary operations 

891 

614 


Extraordinary Items (after taxes) 

- 

117 

“ 

Net eamtngs for the period 

891 

731 

" 


FOUR-MONTH DATA - BUSINESS GROUPS 


Sales 


SEKM 

1891 

1 

1990 

t 

1991 

f 

1990 

/ 

L 

Hygiene (MMnfycke) 

3,616 

3.688 


220 

- 

Packaging 

3,319 

1,936 

220 

179 

1 

Graphic Paper 

2,128 

2,104 

140 

198 

J 

Fbrest and Timber 

1,296 

1,444 

159 

172 

3 

Energy 

498 

425 

251 

204 

- 

Other 

1,847 

267 

327 

83 

• 

Goodwill depreciation 
intra-Group deliveries 

-1,177 

-1,205 

-66 

-4 

!■ 


11,527 

0.659 

1,266 

1.052 



A complete report con be ordered by caUmg SCA Corporate 
Communications, telephone nos *46 60-1931 78, 

*46 8-665 09 09 or writing to the address below. 



SCA 


SVENSKA CELLULOSA AKTIEBOLAGETSCA 
.; S-B51 88 SUNDSVALL, SWEDEN 


The SCA Croup operates through five business groups, three af . 
'which are geared toward international expansion: Hygiene, . 
Packaging and Graphic Paper. Two thirds of the Group's sales 
come from consumer-oriented and converted products. SCA's vest 
forest and power resources are managed and developed in the •• 
Forest and Timber and the Energy business groups. ■ - 
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2 benchmark bond 
as yen weakens 


By Sara Webb to Lobdq^ and Patrick Harwsori. ip New York 


THE Japanese government 
bdnd market ML sharply as toe 
weakness of Ihe yen against 
the dollar dsfaed hopes of an 
i^terest-ratecut Bqth.the.cash ■ 
and futures markets breached 
technical.;, support levels. 


BENCHMARK GOVERNMENT BONDS 


•'The dollar’s strength against 
the yen stems from the unex- 
pected increase in the US May 
employment : figures, .. arm , 
ounced on Eriday. The data 
suggests US recovery, sod led 

to a strengthening of the dollar 
against, other . currencies 
despite intervention h$r several 
central banks, in. -.Europe and. 
tije Bank of Japan yesterday. 
.Traders " said there was 

heavy sdDng in both the- cash 
add' the futures market as cer- 
tain technical support levels 
wets breached. The beochmaits 
No 129 bond breached the yield 
support level of 6.75 per cent, 
While the -September bond, 
futures contract- fell through 
the 95.50 support- fever- in 
Tokyo, prompting investors to 

GOVERNMENT 

BONDS 


sejl and cut their kisses. 

Tbe yield on the benchmark 
No 128 bond opened at €.725 
per cent in Tokyo; trading in a 
rqnge of G.715-6,815 per cent 
before closing at €€05 per cent 

■^HADING on tire US govern-' 
ment band markets was very 
quiet with many dealers taking 
time off yesterday morning to 
Watch the huge 'ticker-tape 
parade in Manhattan to cele- 
brate success is the Golf war. . 

By- midday the benchmark 
3Qryear Treasury issue was 
down A at 96ft, to yield &471 
per cent. The two-year note 
was unchanged at 99ft; yielding 
6F72 percent • 

Analysts reported that the 
overall mood' of the market 
remained gloomy; with most 
participants expecting Trea- 
sury prices to continue .to 
weaken as more positiv e news 
on the economy comes in over 
(becoming weeks. 

. in the credit markets the 
Federal Reserve concluded 
$2bn in. customer repurchase 
agreements just before soon. 
An in the amount of. 

currency in circulation and a 
seasonal rise in demand depos- , 
its have drained reserves from 
the banking system and led h£ 
a Fed funds rate. firmer than 
the authorities want. Yester- 
day morning Fed funds opened , 
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it but eased to 5% 
’s intervention. 


■ PORTUGAL’S central bank 
governor/- Mr Jose Alberto 
Tavares iMoreira, . yesterday 
warned that fluctuations in the 
escudo -exchange rate could 
present : considerable currency 
risks for foreign investors. 

. “We do not exclude the pos- 
sibility of making a significant 
adjustment in the escudo rate,” 
Mr Uoreira-told Reuters at the 

■ annual meeting of the ~Rawir for 
International Settlements in 
Basle. 

.Foreign investors have 
rushed to buy Portuguese gov- 
ernment bonds in recent 
months, attracted by their high 
yields and prospects for capital 
gains. Traders said that the 
central bank is keen to encour- 
age long-term -investment by 
. foreign investors while dis- 
couraging speculative baying. 
Yesterday’s statement was 
seen as one way of deterring 
short-term buying. 

The Portuguese band market 
was closed yesterday for -a pub- 
lic holiday, but traders expect 
to see setting by foreign inves- 
tors when it reopens today. 
The announcement may also 
deter shortterm foreign inves- 
tors from- participating in next 
week's bond auction. 

. Mr Moreira confirmed Portu- 
gal’s intention to join the 
exchange rate mechanism of 
European Monetary System 
when the tone is right, and by 
1994 at the latest . 

■ GERMAN government bonds 
remained almost unchanged 
although traders said that com 
cent about the government’s 
ability' to push tax rises 
through .parliament to fund 


TactoHeal OatalATL AS Ptka Source* 

reunification kept bunds iindgr 
pressure. The Liffe bond 
futures contract opened at 
85.48 and slipped to 85A3 by 
late afternoon. 

■ UK government bond prices 
firmed as reports of a decline 
in pay settlements fuelled 
hopes of farther cuts in the 
base rate. The strong market 
enabled the Bank of England 
to announce toe issue of £400m 
in two tranches of existing 
stock .without unsettling the 
gilt market. 

The Confederation of British 
Industry announced yesterday 
that wage settlements in tire 
domestic manufacturing sector 
averaged 6.8 per cent in April, 
down from 8.1 per cent in the 
first quarter and down from 85 
per cent in the final quarter of 
1990. These figures raised 
hopes of another base rate cut, 
possibly as soon as this Friday 
when the May retail price data 
Is released. 

Short-dated gilts rose 
slightly, while at the long end 
gilt prices moved np nearly 
half a paint The 11% percent 
gflt due 2003/07 rose from 107-H 
to 108A to yield 10.49 per cent. 

The rise in the market 
allowed the Bank of England to 
take the opportunity to 
announce further toaiiiy of 
two entering gilts — one short- 
dated, the other at the long 
end, so as to avoid interference 
with the forthcoming auction 
of medium-long dated gilts. 

The Bank is Issuing £300m of 
the 10 per cent Treasury loan 
stock due . 1994 and £200m of 
the 8% per cent Treasury loan 
. stock due 2007. The short-dated 
. stock inched up while the lon- 
ger-dated stock rose !4 point to 
86ft yesterday. 
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FT GUIDE TO WORLD CURRENCIES 


Hie table below gives the latest available rates of exchange (rounded) against four key currencies on Monday, June 10. 1991 . In some cases the rale Is nominal. Market rales are the average of buying and selling rates 
except where they are shown to be otherwise. In some Cases market rates haw been calculated from those of foreign currencies to which they are tied. 


US S D-MARK 


YEN COUNTRY 
04 100) 


us S D-MARK 


YEN COUNTRY 
(X 1001 


US S D-MARK 



PjffluaNewGNlrea (KlnaJ 16110 0.9646 

(Guarani) 2204 68 132017 746 085 

(New Sol) 1.43 08562 





kh PortsiB 

riea (SoPmou) 182 50 109 281 61 7597 

Sri Lanka (Rupee) 67.00 40.1297 226734 



Special Drawing Rights J 
Enropm Qmogr Unit Roe 


Ms Jane 7. 1991 Untbd Kingdom £0.790164 United States 5122866 Germany D Mark 223366 Japan Yen 184.989 
Rats June 10,1991 United Kingdom £0096807 United States $1.16193 Germany D Marie 205858 Japan Yenl64.134 


AMrevlatkaK (a) Free rate; OU Banknote 
00 Buying rate; <0 Luxury 


UO CwmnercUl rate ; (0) Controlled rate; (e> Essential 
i Cm) Market rate; In) Public IraraacUan rate; (o) OfTi 


Some data supplied hr Bro* 


tsentlal Imports; <g) Financial rate; 00 Exports; (U Non commercial rate; I]) Business rate; 
to) Ofncuurate; (p) preferential rate; (q) convertible rate; <r) parallel rate; 
ancles fixed against the US Dollar; 


(S) Selling rate; ft) Tourist rate Cu> Currencies fixed against the US Dollar; 
r Bank of America, Econorala Department. London Trading Centre. Enquiries: 071 634 4360/5. 


Monday. June 10. 1991. 


Only one airline flies daily non-stop 
from London, Paris and Frankfurt to Tokyo. 


Japan Airlines 


This advertisement is issued by Societe Nationale Elf Aquitaine C'S.N.EA.") and is approved by Paribas 
limited, a member of The Securities and Futures Authority. Paribas Limited is one of the joint global 
coordinators of the offering. 

This advertisement does not form part of any offer of securities. Any application for shares should be 
made on the basis of information contained in the prospectus alone. Before deciding to apply for shares, 
you should consider whether the shares are a suitable investment for you. The value of shares can go down 
as well as up. If you need advice you should consult an appropriate professional advisor. 

The following represents a summary only oj the terms of the offering as set out in the prospectus. 
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Issue Price FF 348 per Share 


■ The FtaweUf Times 1991.^ nougdKtiM to wialt w hi pan in aq> form not permitted 
- Data agipfWd ty A ssociati on of IntenaUixm Bond Dales. 
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US. $750,000,000 

Lloyds Bank Pic 


Primary Capitol Undated 
Floating Rato Notes 
(Series 1) 

Rrttesbc months June 11, 1991 
to December 11, 1991the Notes 
wiB cany an interest rate of 6K% 
per annum, with a Coupon 
Amount o( u.S. 5336.77 payable 
on December 11, 1991. 
ByrTHOWBiMMtolWl.iJL. 
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BUSINESS 

SOFTWARE 

A selection of 
software packages to 
suit your business 
needs appears every 
Saturday in 
the WEEKEND FT. 

• Order your copy 
■ today. 


This offering is made in connection with the application made 
by SNEA to list its ordinary shares represented by American 
Depositary Shares on the New ’fork Stock Exchange. Both the 
fisting and ottering are intended to widen share ownership 
and provide SNEA access to the U.S. market. 

The 7,600,000 share global ottering currently launched by 
SNEA consists of : 

- a public offering of 2,600,000 shares in France underwritten 
by a syndicate of banks led by Banquc Nationale de Paris. 

- a concurrent offering of 1,800,000 shares outside France 
and the United States underwritten by a syndicate of banks 
led by Paribas Limited 

- a concurrent public offering of 3.200,000- shares 
represented by ADSs in the United States, underwritten by 
a syndicate or banks led by Goldman, Sachs &r Co. 

SNEA has granted to the U.S. Underwriters an option 
exercisable prior to closing to purchase up to 400,000 shares 
(all or a portion of which the U.S. Underwriters may elect to 
receive in the form of ADSs) at the initial public offering price 
per share, less underwriting commissions, solely to cover 
overallotmems, if any. 

In order to allow simultaneous placement in each of the three 
markets, there are no preferential rights for existing 
shareholders and no priority subscription period. Funds 
raised from the offering are expected to be used for general 
corporate purposes. 

Paribas Limited and Goldman Sachs International limited 
have been appointed joint global coordinators of the global 
share offering 

ISSUE PRICE 

The Issue Price of FF 348 per share was determined by 
SNEA's Board of Directors on June 10, 1991 in compliance 
with French law, which requires that the Issue Price be not 
lbs than the average of the opening trading prices of the 
currently outstanding shares on the Paris Bourse for a 
period of 20 consecutive business days during the 
40 business day period immediately preceding the date of 
commencement of the offering. The Issue Price also reflects 
the bet that the shares offered in the global share ottering 
will not be entitled to receive the 1990 dividend of 


FF 12.50 per share declared by the Company's shareholders 
on May 15, 1991 and payable to holders of currently 
outstanding shares on July 2, 1991. 

SUBSCRIPTION PERIOD 

The subscription period for the French, the International and 
the U.S. offerings is expected to end on June 13, 1991. 

LISTING AND TRADING 

Applications have been made to list the shares offered in the 
global share offering on the Paris Bourse and ro have such 
shares authorized Tor quotation on SEAQ International. 
Applications will be made to list such shares on the Brussels, 
Luxemburg, Frankfurt, Dusseldort Basel, Geneva and Zurich 
stock exenanges when the offering is completed. The 
currently outstanding ADSs and the ADSs ottered in the 
United States have been approved for listing on the New York 
Stock Exchange. 

It is expected that trading in the new shares on the ftris 
Bourse, quotation of such shares on SEAQ International, and 
trading of the ADSs on the New York Stock Exchange will 
commence simultaneously on June 14, 1991 at 3:30 p.m. 
Paris time (equivalent to 2:30 p.m London time and 
9.30 a.m. New fork time). 

Until the closing of the offering, trading will be on a "when 
issued" basis. 

SELLING RESTRICTION 

The shares being ottered outside the United States pursuant 
to the global share ottering have not been registered under 
the United States Securities Act of 1933 (the "Securities Act") 
for otter or sale as part of their initial distribution and, subject 
to certain exceptions, may not be offered or sold within the 
United States. In addition, until 40 days after the 
commencement of the offering, an offer or sale within the 
United States by any dealer (whether or not participating in 
the offering) of shares initially sold as part of die distribution 
outside the United States in the global share ottering may 
violate the prospectus delivery requirements of the Securities 
Act. The prospectus included in the Registration Statement 
Filed witn the United States Securities and Exchange 
Commission with respect to the shares and ADSs offered in 
the United States may be used for this purpose. ■ 
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INTERNATIONAL CAPITAL MARKETS 


Spanish bank deal expands 
its capital base by 8% 


By Stephen FWIer, Euromarkets Correspondent 


SPAIN'S Banco de Santander 
will expand its capital base by 
8 per cent through an issue 
yesterday of convertible bonds 
into the international market 

The Pta40bn Issue, syndi' 
cated through an unusually 
large group of 31 banks includ- 
ing lead manager Swiss Bank 
Corporation, was well received, 
with members of the manage- 
ment group reporting little dif- 
ficulty in selling allocations. 

The bonds were seen as pres- 
enting a significant advantage 
to investors over ordinary 
shar es, into which the bands 
are mandatorily convertible. 
The bond coupon at 9 per cent 
compared highly favourably 
with the current dividend yield 
of about 4 per cent while the 
bonds were also convertible 
into shares at a discount of 
about S per cent to Friday's 
ringing share price. 

The mandatory conversion is 
a feature - they must be con- 
verted between January 1992 
and maturity In June 1994 - 
which allows the bank to count 
the bonds as Upper Case Her II 
capital. The new shares will 
become core Tier I capital 

Only two such mandatory 
-convertibles have previously 
been launched by banks into 
the international market, both 
for Spanish banks. The previ- 
ous two - for Banco Central 
and Banesto - were convert- 
ible into existing Treasury 
shares and denominated in 
Ecu. At EcuSOm and EcuSOm 


INTERNATIONAL 

BONDS 


respectively, these issues were 
significantly smaller than the 
Santander deaL 

The Santander issue is the 
first such mandatory convert- 
ible to be launched internation- 
ally in the Spanish currency, 
and the bonds are convertible 
into new shares rather than 
existing Treasury stock. 

Although the bonds were 
well received, there were ques- 
tions raised about the liquidity 
of the shares into which the 
bonds would be converted. 
Reflecting usual Spanish prac- 
tice, the shares upon conver- 
sion carry a pro rata dividend, 
rather than a full dividend. 
This means that It will be some 
time before the new shares 
become folly fungible with the 
existing shares. 

Some questioned whether 
this would lead to a temporary 
lack of liquidity of the new 
shares, and whether this dak 
was hilly understood by inter- 
national investors. Proponents 
of the issue said it was 
unlikely that investors would 
convert the bonds until matu- 
rity, given the attractive pric- 
ing. It was also possible that 
the bonds would prove more 
liquid than Banco Santander 
shares. 

The success of the issue from 


Santander's paint of view will 
depend on the extent that the 
new bonds are held by new 
investors. However, there was 
some evidence yesterday of 
switching by existing share* 
holders into the new bonds, if 
it became widespread, this 
would have a negative impact 
on the share price. 

More Spanish b anks are 
likely to follow this issue given 
its initial popularity - it was 
bid at its par issue price late 
yesterday. However, even with 
the deductibility for tax pur- 
poses of the coupon, the issue 
was seen as an expensive way 
of raising capital, given the 
conversion discount 

This might be viewed by 
shareholders of banks In other 
countries as a fa-anafpr of value 
from artuMng shareholders to 
new bondholders, Which would 
limit the applicability of this 
capital-raising concept to other 
banks. 1 can’t see British hunk 
shagehoMea standing for twa 
for one minute," said one syn- 
dicate manager. 

Elsewhere, the fixed-interest 
Eurobond! market was nervous. 
There was one US dollar 
denominated Issue: a three- 
year deal for Toyota Motor 
Credit Corporation, which 
reopened an issue launched in 
April expanding it by $125m to 
9325m. In Switzerland, the 
European Coal and Steel Com- 
munity brought a SFr75m five- 
year bond through Banque 
Paribas (Suisse). 



NEW INTERNATIONAL BOND ISSUES 

Botro—r 

US DOLLARS 

Toyota Motor Credit Corp(b)t 

Amount ol 

125 

Coupon % 

7\ 

Prfca 

100.6275 

Mater By 

1904 

Fmm* Book nammr 

1%/1^75 CSFB 

PESETAS 

Banco do Sontandar SA(c)ff 

40bn 

9 

100 

1994 

2 hnh sbc 

SWISS FHAWCS 

Euro. Coal & Steal Comm.(a)t 

75 

6% 

K)1% 

1996 

1%A1% Banque Paribas (Suisse) 

YEN 

Campagnko Bencalre(a)t 

ILSbn 

7.4 

101% 

1994 

1%/% Mitsubishi FtnJnt 

AAPrt^nto placement SConvortlbJe. *WW» equity warrants. tnoaUng nUa note. tFknl (arms, a) Non-call able, b) Fungible 
with existing 8200m deal from July 1891. Non-caUable. cj Convertible tram 1/1JB2 imtU maturity, then mandatorfly converted 
Into ordinary shores of tha bank. Conversion discount fixed at 6K. Non-caUable. 


CBOE plans cap product on S&P index 


THE Chicago Board Options 
Is planning a cap 
1 on its ojrtions on 
& Pom's 100 Index. It 
has applied to list the product 
with the SEC, writes Barbara 
Durr In Chicago. The Standard 


& Poor’s 100 caps, or OEX caps, 
will be European-style vertical 
spreads traded as a single secu- 
rity. 

But unlike a traditional 
spread, caps will be automati- 
cally exercised when the index 


reaches a certain level or cap 
price. 

At expiration, if the index 
doses above the strike price, 
but below die cap price, the 
holder will receive me in-the- 
money amount 


Italian bank 
joins Fidis 
in setting up 
SIM venture 

By HaJg Shnonlan in Milan 

EETOtO Baacario San Paolo 
Ja Torino, the leading 
hank , and Fidis, the financial 
services arm of thw nri motor 
group, are crating a Sockets 
di taiermedlaztaue MobUiaxe 
(SIM), Italy’s new type of 
stockhroktng institution. 

The news arf™***! with a 
one-day strike among Italy’s 
established stockbrokers, 
whic h tend to be small private 
Anns, in protest at a lack of 
consultation ««d"T the new 
SIMs law. 

Unrest among the broking 
community ha* to 

the floor traders’ amodatton 


which is also ftwahwhn to 
strike following concern that 
the new rules will put mem- 
bers out of business. 

The new San Paolo-Fidls 
SIM is the first i nvolvi ng a 
leading Italian bank. So far, 
big domestic finandni fnatUn- 
ttous have kepi to the back- 
ground pending discreet take- 
over talks with broken. 

Some other banks are avoid- 
ing existing brokers altogether 
in favour of setting np SIMs 

Independently, atthonyh dtwW 
the new rules. They will be 
prevented from tmttng on the 
bourse until the expiry of a 
special transition period for 
the es tablished broking 

According to Mr Francesco 
Paolo Mattioli, Fidis’s chair- 
man, the new SIM will proba- 
bly have a c api t a l of around 
LSObm The new ventures 
would be “among the leaders 
in the Italian market”, be 

By Joining forces, the two 
companies dearly hope to sur- 
vive the process of concentra- 
tion awl falHng wmiwrtMlnnt 
which they believe is inevita- 
ble in Italy. 

The new San Paolo-Fldis 
SIM, in which the two compa- 
nies are to have equal but 
unspecified stakes, will also 
include other domestic and 
foreign partners with which 
file two companies have finks, 
according to San Paolo. 

None of the potential part- 
ners has been named. How- 
ever, San Patio has close rela- 
tions with the French Suez 
group and Salomon Brothers, 
of the US, both oof which took 
■mail stakes in Us San Paolo 

WwflMa g nhwWHnr y ftk ywr. 


Elf fixes issue price at FFr348 


ELF Aquitaine, the French 
state-owned oil company, yes- 
terday fixed file price of its 
new equity issue at FFr348 a 
share, allowing it to raise 
FFr2.64hn (9440m), writes 
George Graham. 

The company will offer &4m 
American depositary shares 
(ADS), each representing half 
a share, in the US, under the 
lead manag ement of 
Sachs, Merrill Lynch and Salo- 
mon. 

Simultaneously, 2.6m shares 
will be sold in France by a 


PRhfiC affiriny ary f lJJm in aS 
international offering. 

The operation required a 
ground-breaking agreement 
between French and US stock 
market regulators to reconcile 
the two countries’ issue rules. 

By an exchange of letters 
last week with its French 
counterpart, the Commfwlon 
des Operations de Bonne 
(COB), the Securities and 

Exchange Commission (SBC) 

authorised numbers of the 
midenrrttiagsyndtcafeto con- 
tinue SS maritfltiwVwi in Ttlf 


optima during the offer. This 
la the first time the SEC has 
grunted an exemption to Its 
rule Ufa-6, which is d e signed 
to prevent the manipulation of 
the market during an issue, 
for a foreign derivative mar- 
ket. although such examptio 


have been given to foreign 
marketmakca an other affer- 


lf yesterday announced 
that it planned two big invest- 
ments in Its French oil refiner- 
ies at a combined cost of 

FBl.7bn. 


COB takes sides in row 
on minority shareholders 


By George Graham in Parte 

MR Jean Saint-Geours, 
chairm a n of the Commission 
des Operations de Bourse 
(COB), France’s stock market 
watchdog, yesterday stepped 
into the row over the rights of 
minm-ity sharehtidos. 

R called on the French stock 
exchange council to make a 
ruling an the change of control 
of Delmas-Vleljeux, the ship- 
ping company which last weak 
came under the sway of the 
Bollote group. 

“By allying themselves white 
saying that they are not allied, 
companies have exonerated 
themselves in some sort from 
their obligation to launch a 
bid,” Mr Saint-Geours said yes- 
terday. 

“One case is raised which 
has not vet come before the 
courts, that of the Bollord 
group. The stock axchanj 
council has a decision to 
on tins,” he added. 


Bollord, which had previ- 
ously controlled 22 per cent of 
Delmas-Vlefieax, acquired 10 
days ago a 19 per cent stake 
from Mr Tristan VleQeux the 
former chairman. 

He agreed with Compagnie 
Privde El Rabha, a holding 
company which had previously 
held 18 per cent of Dehnas-Viel- 
jenx, to divide this stake so 
that neither held more than 33 
per cent and to change Dehnas- 
Vfdjeax’s ffliairam n and board. 

The stock exchange council 
has not, however, intervened. 

Presenting the COB’s annual 
report yesterday, Mr Saint- 
Geonra admitted bis perplexity 
over many of the ca ses fla t 
have arisen where a company 
haw changed fararfa without the 
normal procedures of a foil bid 
or a guaranteed offer to minor- 
ity shareholders. 

The accumulation of mutu- 
ally contradictory legislative 


texts often placed the stock 
wfwrtap* authorities in a posi- 
tion of embarrassment, he safai. 

He noted, however, the prob- 
lems raised by “progressive” 
takeovers, where a company 
first takes a stake just below 
the threshold of 3&33 per cent 
at which a bid would be auto- 
matically triggered. 

R then gradually- increases 
its control for example by the 
attribution of double voting 
rights, as well as by concert 


The dernshm on SUCh Cases 
lay with the stock exchange 
council rather than the COB 

itaaif, he 

. “The COB can intervene 
only if there is opaqueness, 
open lying or deliberate flout- 
ing of the interests of inves- 
tors. We would have to reach a 
level of indignation which we 
have not attained,” Mr Saint- 
Geours said. 


Credit Lyonnais arm to advise Vietnam 


CREDIT Lyonnais Securities 
(Asia), the Asian broking off- 
shoot of the Fbench banking 
group, is to advise the Viet- 
namese government on privati- 
sation as port of a deal reached 
for a |75m investment fund 
which CLSA Is launching, 
writes John Elliott in Hong 
Kong. 

JsirdJne Fleming Investment 
Management of Hong Kong 
-will TTumng ft the fond, to be 
called tiie Vietnam Investment 
Fund and wifi be listed, proba- 
bly in London. S wifi initially 
raise $75m from institutional 
and corporate investors, with a 


later celling of 9150m, for 
investment in existing Viet- 
namese companies Inehnffng 
privatisation prelects. 

CLSA's advisory role will 
operate through membership 
of an Investment Advisory 
Board. This is being set up by 
tiie State Bank of Vietnam, the 
country's central bank, to man- 
age privatisations and work an 
a five-year pbm to retaKHAh a 
stock exchange. CX£A said yes- 
terday 200 companies had been 
identified as privatisation can- 
didates. 

This is the second country 
fund to be launched for Viet- 


nam in a few weeks and it 
ffinstrates the rapidly growing 
interest in the country. 

The first, Involving 930m, 
was launched last month by 
Asia Securities of Taiwan and 
Lloyds Bank Fond Manage- 
ment of London, with Snath 
New Court Far East of Hong 
Kong as underwriters. 

While CLSA Is aiming for 
existing local companies oper- 
ating within Vietnam's domes- 
tic investment law, Asia Secu- 
rities and Lloyds are 
concentrating on Joint ven- 
tures under Vietnam's foreign 
inve s tment legislation. 


Big Polish 
privatisation 
gets off to 
good start 

By Chrtstopbar Bobtnskl 

in Warsaw 

POLISH privatbatiaa officials 
reported that shares in Wol- 
P T^nka, a garment manufac- 
turer in Lodz, were selling 
well yesterday, file find day of 
the offer. 

Wotezanka, employing &90O. 
is Poland’s seventh state- 
owned company to be priva- 
tised with 64 per cent of (he 
i.5m shares priced at BOMO 
zlotys (94.4) on oner to the 
public. 

A further 20 per cent ate to 
be offered to e mptoyew a nd 15 
par out to management. 

Yesterday the Privatisation 
Ministry also announced that 
seven foreign investment 
funds Including Genesis 
Emerging Markets Fuad and 
one foreign company have 
been allocated shares is (he 
Swarzedz Furniture Factory, 
Poland’s sixth privatisation. 

The foreign investors paid 
some $2Jtm for their shares 
with six leading domestic 
investors. Including three 
banks and fe e Wat te Insur- 
ance company, buying 19.3 per 
cent of the com p a ny. Twenty 
per cent of fee Swarzedz 
sham were offered to employ- 
ees while another 38 par cent 
wrath 45bn zlotys reserved far 
small scale domestic Investors 
were snapped up on the day 
the offer opened on May 2ft 
Trading in Swanedz shares 
Is expected to open on the 
Warsaw stock exchange by the 
end of June. 

Changes in Poland's foreign 
investment law soon to be 
passed by parliament wifi lift 
rules requiring foreign Inves- 
tors to obtain government per- 
mission for purchases of more 
than to per cent of the shares 
of any one company. 

Irena, a glass works to 
lnowroclaw and the Zywiec 
brewery are the next In fine 
for privatisation through a 
public share offering. 

Meanwhile, the last week in > 
June should see the authori- 
ties unveil a plan prepared by 
S.G. Warburg, the merchant 
bank, for the distribution of 
free share vouchers for the 
public. 

The scheme should coverthe 
privatisation of 400 compa- 
nies, officials said yester- 
day. 
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BUSINESS SOFTWARE 

A selection of software packages to suit 
your business needs appears every 
Saturday in 
WEEKEND FT. 

Order your copy today. 
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Hanson writes to 
MPstocorrect 
‘inaccurate’ bias 


By Ralph Alkbis 

HANSON, the IJK conglpm- 
. erate, has written toTbryMPs 
'who have ^criticised the possi- 
bility of it taking over Imperial 
■' Chemical Industries, warning:' 
that the Ir - comments about 
Hanson may. have been “based 

OH inAffUrah* ^nffornatiftn* 1 . 

. The tetters: sent by Mr BCchr 
ael Shea, Hanson's head of 
public affairs, eareftiDy- avoid, 
any mention of Id bat almost, 
certainly mark an attempt to 
stem the pressure h iiiliting . 
against Hanson gmong-Tory 
MPS at Westminster. . 

.Last ntght Hanson insisted 
that the letters were part of its 
continuing strategy, predating 
its stake in TCL of keeping 
interested parties informed 
about the group. They enclose 
a list of “key points” about 
Hanson's growth, employment 
and research recmd as well as 
a copy -of the anb oal accounts. 

■ But one iriforeteived a let- 
..'ter, MrDougtes French, Tory 
MPfor Gloucester, said: “I can- 
not recoUeCt ever in the past 
having received a personal let- . 
ter frm them Rfanson] and I 
cannot ever recollect ever hay- ' 
ing been seat anything other 
than outline information about 
their activities .“ 

Another Conservative recipi- . 
ent said: i“They are obviously 
waiting to pounce on anybody 
who says anything inaccu- 
rate." 

Even without a declared bid, 
the campaig n tn miBt Han- 
son taking over Id has gained 


-momentum at the Commons. 
Mr Frahk Cook, Labour MP for 
Stockton North, has invited 
about 90 MPs’ of all parties 
with;, an interest in Id to a 
fecial meeting on Thursday. 

He believes, the meeting will 
demonstrate the- strength of 
support ’ the campaign has on 
both sides at Westminster and 
give a cte^r signal that MPs . 
are prepared to take action. 
MPs with ICI plants or employ- 
ees ih v ^heir constitnencies or 
who hire worked for Id have 
been Invited to the meeting, Mr 
Cookjaid. 

Hanson is believed to have 
smit letters to up to a dozen, 
mosHy Conservative, MPs, not- 
ingtlpit they have made public 
statements about the company 
which; might be based on inac- 
curate infor ma tion. It refused 
to say who had received the 
tetters. 

Mr Nicholas Wmtertom, the 
Tory MP for Macclesfield who 
is an record as saying, “Han- 
son can do absolutely nothing 
which Id cannot do better for 
itself, yesterday replied to his 
letter from Hanson. He said: “I 
do assure you my recent com- 
ments have been made follow- 
ing careful, research and not, 
as you suggest, following the . 
receipt of inaccurate informa- 
tkHLT . : 

Mr Shea said: “If we find 
Hanson is being interpreted 
rightly or wrongly, we always 
try to help people understand 
it" 


NEWS DIGEST 


i ' Grand 

— Central : 
recovers 

GRAND CENTRAL Investment 
r ’• , I , Holdings, the food group with 
interests in Asia Pacific, recov- 
: ered .from ah £83,000 -joss in 

‘ 1989 and reported profits before 

’ : tax of £L34m in the year to end 
December. 

The tumround was achieved 
.. 'on sales up from £35. 4m to 
£40.2m. and after fair of 
£457,000 (£814)00) and minorl- 

— - ties of £120,000 (£33,000) attrib- 

utable profits were left at 

£758,000 (toss £197,000). - - • 

Earnings pet share came out 

— - at 2.03p (05p losses) and the 

directors are recommending an 
— ■- - increased final dividend of O.Tp 
(O.SSp) for a l.lp (lp) totaL . 

r Elga rises 22% as 
chairman predicted 

. Elga Group, the water purifica- 
turn and laboratory equipment 
company, has progressed as 
. i predicted by Mr Peter Ryan, 

" the chairman, a year ago. 
f Profits in the year to March 
. 31 advanced 22 per cent to 

* n.3lm (Cinem) pretax, while 
. turnover rose; 27 per cent to 
£ 16.46m (£l2.92m). Interest took 
more at £109.000 (£61,000). 
After tax of £405,000 (£387,000), 
earnings worked through at ' 
.- 4 ai5p (6.09p) and the final <Hvi- 
. dend is lifted to a proposed l^p . 

(X.5p) to make 2Jp (2p) for the 
. year. .. 

During the period, the com- 
. . pany acquired Fkjwgen Instru- 

ments and Chromacoi for 
£200,000 and £3m respectively. 
Mr Ryan said these acqulsi- . 
tions had broadened Elga's 
trading base as vdl as main- 
. taining its involvement with 
advanced technologies: 

. A J Worthington up 
11% to £515,000 

v AJ Worthington (Holdings), 
the textile manufacturer and 
importer, has lifted pre-tax 
. . profits 11 per ' emit from 
£465,000 to £515,000 in the year 
- to March 31 despite a swing in 
interest from a £26.000 credlt4o - 
a £584W0 charge. - ‘ . 

Turnover grew 24 per cent to 
•• £72Un (£5^2m) and operating 


profits rose ' to £560,000 
(£428,000). Earnings per share 
were 3.6p (3-3p) and the pro- 
posed annual dividend 0.75p 
(0.625p). 

Mr. Jack Grant, chairman, 
said the satisfactory results 
could be attributed to: the inte- 
gration of Steinberger, the but- 
ton wholesaling business, and 
VM Thomas, the shnnMar pads 
supplier; Improvements in the 
group's internal controls; and 
modernisation of manufactur- 
ing facilities. 

Dividend halved at 
Rowe Evans Ihvs 

Weak prices for palm oil and 
rubber pushed profits at plan- . 
tation owner Rowe. Evans 
Investments down from £2J35m 
to £9324)00 pre-tax far the year 
ended December 31 1990. 

Turnover was L down at 
£3.49m (£3u63m) and earnings 
came but at £.7Bp (523p) per 
share. • 

As a result of the reduced 
earnings and need to conserve 
cash for development, the 
board is recommending a 
halved dividend of lp for the 
year. 

Faupel Trading 9 % 
ahead at £1.12m 

Faupel Trading Group, the 
USM-quoted textile importer, 
achieved a 9 per cent increase 
in pre-tax profits for the year 
ended March 31, up from ■ 
21.02m. to £L12m. Turnover 
increased by 15 per cent to 
£Z1.3nL- 

Earnings per share rose from 
s.5p to 9.4p and the board Is 
recommending . a maintained 
final dividend of 3.05p for an. 
undranged total of 4Jp.- 

Mr Michael Molloy, chair- 
man, said the. group had 
avoided the worst effects of the 
recession because of its broad 
customer base and indepen- 
dence from the high fashion 
sector of the industry. 

Slough Estates 
rights acceptances 

$kmgh Estataw, the UK’s larg- : 
est property company, has i 
received acceptances in respect 
- erf 87.81 per ceut afthe’convert- : 
ible preference shares offered 
in ita £i38m rights issue in : 
April. . ! 


Curasao Depositary Receipts 

- ■ . ■v..V 1 V of • 

_ PIONEER ELECTRONIC CORPORATION 

The undersigned, being the Agent of: Caribbean , Depositary 
Company N.V., announces that Pioneer Electronic Corporation 
; has declared a dividend of Yen. 10 per share for the financial year 
1990, which will be payable as from June 18th 1991 at the office 
of Pierson, He Idring & E’iersonN.y. 

This distribution,.. which has been converted mzo: US. dollars 
pursuant to section 4 of. the Deposit Agreement will be available 
to JoWets otCTJRY against surrender of coupon 34 less 20% 
J apanese withhokiHig tax, to_the effect that per-CDRk evidencing 

- =: SHPeposifary Shares S 3,10{ 3,29)-; 

10 Depositary Shares S 6^20 ( 6,58) "and 
100 Depositary Shares $62,- (65450) is paid: • 

The amounts stated between brackets represent tbe'divufend less 
15% Japanese tax. These (Svidepds will be paid. Until July 1st 
-1991 bat only on condition tear the coupons to be ^surrendered 
will be ' accompanied" by aa ^Affidavit'’ (obtainable with the 
undersigned), evidencing -that; the beneficial holders of the 
CDR’s are residents of a country which has concluded a Tax 
Treaty with. Japan. - 

In .the Netherlands - dividends will , be paid . to residents m 
Netherlands currency at the daily rate of exchange unless other- 
wise instructed. “ • 

Amsterdam. June I Ote lWl . 

N,V. Nederlandsch Administratie- en Trust kaatoar 


M andS 
chairman’s 
pay falls 
by £34,500 

By Clay Harris 

LORD RAYNER'S . salary fell 
by nearly £344(00 to £5854)00 
tn Ids final year as fthftirnwn 
of Marks and fencer, accord- 
ing to the retailer's annual 
report which Is due to be pub- 
fished today. 

. The decline reflected the 
company's failure in the year 
to March 31 to meet the finan- 
cial targets necessary to qual- 
ify executive directors for per- 
formance-related bonuses. 
A fter exceptional provisions 
for redundancies, pre-tax prof- 
its increased by only 2 per 
cent to £61&5m. 

In 1989-90, 15 directors 
shared £700,000 in bonuses, of 
which Lord Rayner’s pro rata 
share was more than £ 120 , 000 . 
As a result, despite the fail] tn 
his total salary, it appears that 
his basic pay rose by £90,000 
or more test year. 

The company's next three 
highest paid directors also saw 
their total remuneration fell 
Last year. They include Mr 
Rick Greenbury, who has since 
succeeded Loird Rayner. 

Marks and Spencer declined 
to specify the size of bonus 
received by Lord Rayner or 
other individual directors last 
year or the baste on which per- 
formance t ar get s are set i 


Improvement made despite £30m surge in provisions for bad debts 

Nationwide Anglia advances to £284.7m 


By David Barctiard 

NATIONWIDE ANGLIA, the 
second largest UK building 
society, made pre-tax profits of 
£284. 7m in the year ended 
' April 4 1991, a rise of 2L8 per 
cent from £233.8m last time. 
The advance was made in spite 
of bad debt provisions totalling 
£918m (£64.7m). ' 

Building society analysts 
bailed the results as a signifi- 
cant improvement by Nation- 
wide Angiia after several lack- 
lustre years. “It looks as if the 
tide bias finally turned for 
Nationwide Anglia.” one ana- 
lyst said. 

Mr Tim MelviHe-Ross, chief 
executive, described the 
group's 1990 performance as a 
good showing in a difficult 
year. 

Group assets grew by 16.8 
per cent to £31.1bn from 
£26.6bn. Net mortgage 
advances rose by 50.7 per cent 
to £3.5bn from £2JQm in 1989, 
after a drive to increase mar- 
ket share. 

Mortgage accounts more 
than 12 months in arrears rose 
from 0.15 per cent to 0 J per 
cent of the society’s total book, 
forcing it to make provisions of 
£42^m (£22.2m) on residential 
lending. The number of homes 
repossessed rose from 1,640 in 
1989 to 4^53 test year. 

The other main business of 
the society, retail savings, did 
well with receipts up by 75.5 
per cent from £1.3bn to £2JHm. 


SBSf 



Daniel Hodson, deputy chief executive and finance director (left), and Tim 
Melville-Ross, Nationwide Anglia’s chief executive 


However, some of the soci- 
ety's subsidiaries fared less 
well. Nationwide Estate 
Agents, owned jointly with 
Guardian Royal Exchange, lost 
£ 21 m (£22Am loss), though it 
introduced £301m of new mort- 
gage business to the society 
and cut its costs to below the 
1969 level. 

Losses at Nationwide Hous- 
ing Trust, the group’s housing 
development arm, climbed 
from £2.1m in 1989 to £5 .5m in 
1990. It is to be wound down 
over the next two years. 

There were provisions of 


£46.6m (£29. 4m) on commercial 
lending and £5.9m on bad debts 
on consumer lending, includ- 
ing overdrafts on FlexaccounL 
In 1989 consumer debt provi- 
sions were £13.1m_ 

The group's operating inter- 
est maigin was 2A5 per cent, 
only slightly below the 1989 
level of 2.4 per cent The cost/ 
income ratio dropped for the 
third successive year, falling 
from 61 to 56.5 per cent 
During the year Nationwide 
Anglia raised £1.8bn of net 
wholesale funding in the 
money markets in the US, 


Europe, and Japan. About 20 
per cent of its mortgage lend- 
ing was financed from whole- 
sale sources. 

Mr Tim Melville-Ross said 
that Nationwide Anglia was 
still interested in boosting its 
capital by issuing permanent 
interest-bearing shares, a 
recently-introduced form of 
tradable long-term borrowing 
very similar to equity capital, 
but would not do so unless it 
got the right price. 

The society is to seek author- 
ity at its next agm In August to 
drop “Anglia" from its name. 


Further 
Italian 
expansion 
at Minet 

By Haig Slmonian in Milan 

MINET HOLDINGS, the UK 
insurance broking group 
headed by Mr Ray Pettitt, is 
expanding its activities in 
Italy with the creation of a 
new partnership in Milan. 

The uew ventures, which 
will involve 14 professionals, 
follows Minet’s first initiative 
in Italy in 1989. Its Florence 
operation, which has subse- 
quently expanded to include a 
branch at Arezzo, now 
employs 35 professionals. 

Mr Pettitt said that the new 
Milan unit, Minet Italia & 
Partners, will allow the group 
to be more competitive in the 
market for industrial risks in 
northern Italy. The new office 
will also try to develop busi- 
ness in professional indemnity 
insurance, notably in the 
accounting business. 

Mr Pettitt said Minet would 
like to grow further in Italy, 
with a Rome operation the 
next target. Its Florence office, 
which specialises in fine art 
and jewellery risks, had shown 
the potential In the Italian 
market, he said. 

Minet’s Italian brokers tend 
to be established independent 
brokers, who are attracted by 
the company's image and 
experience. 


Some people call it ‘downsizing! Others 
prefer ‘restructuring’ or ‘getting back to the 
core business! 

Whatever the jargon, the exercise will 
probably involve the same thing: disposing, 
iii one way or another, of parts of your 
business. 


But whether or not it is a hard choice 
in principle, it is often a daunting task in 
practice for any public company. 

How do you get the best price? 
Should you consider an auction with a 
broad range of prospective trade buyers, or 
go for an individual approach? Should you 







“Isn't it about time someone told Clifton 
about the plans for bis division?'' 


There’s usually more than one reason 
to do so. It may be the best way of funding 
expansion elsewhere. It may equally be a 
necessary response to the recession. Or it 
may be a strategic decision that needs to be 
taken regardless of the market climate. 


invite the current management to consider 
a buy-out? 

Considering your options will involve 
hard thinking and dear thought - which is 
where Charterhouse can help. An objective 
opinion about the action - and how the 


market will perceive it - is immensely valu- 
able when you are so dose to the business. 

The process is made easier by having 
advisers with the experience and the con- 
tacts necessary to make any option viable. 
When it comes to trade sales, you need 
someone who has the international reach to 
find the right buyer at the right price. When 
it comes to advising on a management buy- 
out, you need a recognised market leader. 
Both of which Charterhouse can deliver. .. 

First, we can handle the largest of 
disposal programmes. Take our work for 
Berisford International, whom we advised 
on disposals in excess of £125 billion in 
eight separate transactions. Or consider our 
record over the last twelve months, in which 
we have handled disposals for companies 
ranging in size from £5 million to £880 
million in the UK, continental Europe and 
the United States. 

Second, if you’re thinking of giving 
the business’s management a chance, you 
may find it useful to know that in the first 
four months of 1991, we’ve been involved in 
MBOs worth £122 million - close to half the 
value of all UK buy-outs in the first quarter 
of this year. 

Third, but by no means least, when it 
comes to handling a disposal, it helps if you 
can maintain a positive climate throughout 
what may often be difficult negotiations. 
Charterhouse can support you by putting 
someone on your side of the table who has 
the measure of the people on the other side. 

If you would like to know more about 
our approach, call Catherine Sweet on 
071-248 4000. 



CHARTERHOUSE 


Charterhouse Bank Limited, 1 Paternoster Row; St Paul's, London EC4M 7DH. Charterhouse Bank Limited is a Member or The Securities and Futures Authority. 

Charterhouse Development Capital Limited, 7 Ludgale Broadway, London EC4V 6DX. 

Charterhouse Development Capital Limited is a Member of IMRO. Charterhouse Bank Limited and Charterhouse Development Capital Limited are Royal Bank of Scotland Companies. 
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Southend raises Frogmore 
bid and includes cash 


By Vanessa Houlder, Property Correspondent 


SOUTHEND Property Holdings 
has raised its hostile bid for its 
fellow property company Frog- 
more Estates to £139m and 
included cash and convertible 
shares in the offer. 

Mr Malcolm DaguL chairman 
of Southend, said that the 
improved offer, which is final 
nniPKg another bidder emerges, 
would give Frogmore share- 
holders a much higher return 
on a significant proportion of 
their holding in the merged 
group. 

Frogmore’s shareholders will 
own about 54 per cent of the 
merged group on a diluted 
basis and will get a 88 per cent 
rise in income under the new 
offer. 

“Frogmore shareholders 
need to decide now whether to 
stay with the lacklustre perfor- 
mance of their ex ist ing direc- 
tors, or create one of the OK's 


largest property investment 
companies with committed and 
proven successful manage- 
ment," he said. 

Frogmore rejected the new 
offer, saying that It continued 
to undervalue Frogmore signif- 
icantly. It said that it repre- 
sented an increase of only 3 
per cent over the original offer, 
which was worth £136m, based 
on Southend's share price of 
109 'Ap when It was first 
announced. 

Frogmore's pro forma net 
asset value of 459p per share 
was 31 per cent above South- 
end’s offer, it said. It described 
the cas h element in the offer as 
minimal and said It underlined 
the severe fjn nnrif, i constraints 
on its business. The company 
said that Investors in South- 
end’s previous issue of convert- 
ible preference shares incurred 
substantial losses. Mr Dennis 


Cope, chairman of Frogmore, 
added that it continued to be 
seriously concerned about the 
value of Southend’s assets. 

The new offer values each 
Frogmore share at 348p, based 
on Southend’s share price of 
88p. down 2p on the day. Frog- 
more's shares rose 4p to 3l9p. 

Southend has replaced its 
3-for-l all share offer with one 
that will swap 9.17 new shares, 
23.57 new convertible prefer- 
ence shares and 200p cash for 
every 10 Frogmore shares. 
James Capel and Paribas, 
Southend's advisers, have esti- 
mated that the new convertible 
preference shares would be val- 
ued at 105p per share. 

Southend owns l(U! per cent 
of Frogmore’s capital, after 
winning acceptances equiva- 
lent to 0.22 per cent of its capi- 
tal at the first dosing date. 

See Lex 


Unigate slides 28% to £75.5m 


By Nigel Clark 

THE EFFECT of the recession 
on its non-food businesses left 
Unigate with pre-tax profits of 
£7&5m in the year to the end of 
March, a fall of 28 per cent on 
the comparable £105. 5m. In 
addition poultry and cheese 
suffered from diffi cult condi- 
tions. 

Wincanton. Giltspur and 
other activities sh owed a fell in 
ope rating profits from £36 ,3m 
to £7. 8m. However the 
company said that there had 
been encouraging perfor- 
mances In a n umb er of areas 
including Unigate Dairies, St 
Ivel Chilled Products. Malton 
Bacon and Wincanton Distribu- 
tion. 

Unigate intends to focus on 


food and related distribution, 
and will be disposing of both 
its JP Wood chicken and Win- 
canton car contract hire busi- 
nesses. Within the extraordi- 
nary figure of £95m (£l0.4m) 
there is a provision of £76m 
against the disposals and a fur- 
ther £13m charge against clo- 
sures and sales already carried 
out. 

Directors believed that the 
strength of the businesses and 
the planned changes would 
lead to improved profits in the 
present year. The proposed 
final dividend is unchanged at 
9.6p for a maintained total of 
15 _3p. 

Gearing at the end of the 
year was 14 per cen t . 


The shares closed I2p higher 

at 282p. 

Group turnover was £L36tm 
(£2.4Sbn). The pre-tax figure 
included a higher contribution 
of £11. lm (£7.6m) from associ- 
ated companies mainly result- 
ing from a good performance 
from Nutrkna. in which Uni- 
gate increased its Investment 
to 30 per cent. 

Directors said that Us Nutxi- 
tia investment was worth £86m 
more than its value as shown 
in the balance sheet 

Earnings per share came out 
at 22.3p (31. Sp). After the 
extraordinary charge there was 
a loss for the year of £79m. 
compared with a profit of 


Bellamy company sold to P-E 


By Richard Gourlay 

MR DAVID Bellamy, the 
botanist and conservationist 
who made his name in the 
world’s forests and woodlands, 
yesterday showed he is equally 
adept at handling the City jun- 
gle. 

The eccentric TV personality 
- who once said that “bacteria 
are a man's best friend” - is 
to merge his environmental 
consultancy, David Bellamy 
Associates, with P-E Interna- 
tional, the publicly quoted 
management and computer 
consultancy. 

Mr Bellamy and his partner 
Mr Brendan Quayle are to sell 
their 95% stake in the private 
company for an initial £200,000. 
This will be followed by a fur- 
ther £L3m depending on per- 
formance. The acquisition of 
DBA will give P-E the services 
of one of the most active con- 
servation personalities. 

Mr Bellamy broke with 
many in the environmental 
movement by suggesting in the 
early 1980s “that if the environ- 
mental movement is to be 
really successful the conserva- 





David Bellamy (left) and Brendan Quayte: joining 
forces with bigger business 


tionists of today must become 
the developers of tomorrow”. 

David Bellamy Associates' 
clients include the Prudential, 
the Overseas Development 
Institute, Id T Beside Urban 
Development Corp and Mr 


Peter de Savary. 

It recorded profits of £87,000 
on sales of £491,000 in the the 
year to June 1990, while P-E 
had turnover of £65m and pre- 
tax profits of £4 An. See 
Observer, Page 18 


THE ART OF 
CONSERVING 
CAPITAL. 



Those with substantial wealth will know only too well the problems of protecting and 
enhancing its value. 

BSl-Thomhill are experienced international fund managers with a philosophy of looking 
worldwide for investments offering consistently superior long-term performance. Ufe 
specialise in the conservation of die real value of the capital assets of private clients. 

In an Intensely competitive business we have established a reputation for discretion, 
efficiency and a high level of personal service. 

Based in the City of London we a re well -placed to take advantage of the City’s pre-eminence 
35 awo j 4d ^ i nanc * a l centre, in addition a valuable global dimension is added through BSl, 
Switzerland s sixth largest publicly quoted bank, which is widely experienced in asset 
management for private clients and has offices in New fork, Monaco, Hong Kong, Tbfcyo, 
Guernsey, Nassau, throughout South America, as well as across Switzerland. 

lb benefit front the skills of the BSl-Thomhill fund management team, please contact Colin 
Chisholm in London on 071-25 1 6767 


BS/Thornhill 


M«mberofiheBSIBancaddla Svtaaera Italians Group 

Member of IMRO 

BSl-Thomhill Imistmcnt Man^cment Lid, 28 St Johns Square, London EClM 4AE. 


Lex Service 
electronics 
arm sold 
for $150m 

By Andrew Bolger 

SHARES IN Lex Sendee, the 
UK's largest vehicle distribu- 
tor, jumped 29p to 199p after it 
announced the sale of its elec- 
tronics component distribution 
operations in die DS and Can- 
ada in a deal worth 8160m 

(£86.7m). 

Lex’s North American elec- 
tronics operations are to be 
merged with Arrow Electron- 
ics, the second largest elec- 
tronic component distributor 
in the US. Lex will receive 
8106m in cash and approxi- 
mately 6.6m Arrow shares, 
currently worth 89 ea*b 

Lex also said it was offering 
for sale its European electron- 
ics businesses, which have a 
net asset value of about £30m. 
It would, use the proceeds from 
these sales to reduce group 
borrowings, which stood at 
£104m at the end of 1990. 

Sir Trevor Chinn, chairman 
of Lex, said: “Lex will be 
developing as a broad-based 
automotive distribution and 
service group, where we have 
proven expertise gained over 
many years. Despite the sever- 
ity of the downturn in the UK 
car market we have faith in 
the long-term growth pros- 
pects of this industry In file 
UK once the recession Is over.” 

Mr Stephen Kaufmann, pres- 
ident and chief executive of 
Arrow, said: “In addition to 
markwriiy increasing our size, 
the consolidation of Arrow 
and Lex’s North American 
electronics operations is expec- 
ted to accomplish three impor- 
tant objectives. 

“The substantial «w*nnnnri«w 
of scale that we foresee follow- 
ing the integration of these 
businesses should result in the 
lowest cost structure of any 
broadline distributor In our 
industry. Our customers will 
benefit from an enriched prod- 
uct package and expansion of 
our value-added services. We 
believe that our our enrning a 
potential win be significantly 
enhanced.” 

Assuming Lex receives 64m 
new shares in Arrow, it will 
own a third of the US group’s 
common stock, and will be 
entitled to three representa- 
tives on the Arrow board, in 
addition to the «*i«ting eight 
members. 

The businesses being sold to 
Arrow are: Lex Electronics 
(formerly Schweber Electron- 
ics), based in Westbury, New 
York; Almac. based to the 
Pacific northwest; and- Lex 
Electronics in Canada. These 
companies had sales cf 8506m 
last year and made profits 
before interest and tax of 
815m. 

Arrow, which is based in 
Melville, New York, last year 
had sales of 8971m and its 
profit after interest and tax 
was 810.1m. 

Lex has asked S.G. Warburg 
to sen Us European electronic 
component distribution busi- 
nesses, which operate in the 
UK, France and Germany. Last 
year their combined sales were 
£110m. 


Anglo Utd £25m rights for Coalite loan 


By Andrew Bolger 


ANGLO UNITED.the fuel distribution . 
group, surprised the market with & £25m 
rights issue to pay off the outstanding part 
of the bridging loan it took out to fluanee 
its £478zn takeover of the much larger 
Coalite group in 1089. 

Mr David McErlain. chairman, said., 
whilst the sale of several relatively small 
peripheral businesses would farther 
reduce group indebtedness, the Interest 
saving might not be enough to cover the 
foregone profit, as these businesses bad ' 
been trading above expectations. 

The underwritten issue of 8SL8Gm new 
shares at 31p is on a one-for-three basis. 
Anglo United's shares closed lKp lows: at 
36%p. 

Since the takeover. Anglo United has 
sold five Coalite business and various 
share stakes for a total of £Z18m , and has 
reduced its net borrowings from £452m to 
£219m as of May 3L 

It is committed to no further major 
repayments after £X3.6ffl at the aid of the . 
current financial year and £15.6m in the 
following two years. 


Meanwhile, 'Anglo United said substan- 
tial Improvements were made to the 
operations of- its core businesses, which 
reported results for the year to March 3L 
Turnover increased by 27 per cent to 
SSTTm. However, the advance in pre-tax 
profits to £l£-76m (£15&2m)W83 curbed by 
interest charges of £42.93m, higher than 
expected because of delays m disposals. 

Earnings per share fefi from R2p to 53p, 
but the .board recommended a final divi- 
dend of L4p making a total of LSp. 

Trading profits from the combined 
■qnnfeplnftg fuels and rh amfralfl operations 
increased by 17 per emit to £17.4m. Solid 
and liquid fuel distribution saw trading 
increase almost threefold to £2S.lm 


could scarcely have foreseen the Midi 
economic climate into which it was tad- 


There were extraordinary losses of 
£l&2m, mainly due to losses on the sale of 
Anglo United's 20.62 per cent stake in 
NSM, the mbting and materials group. 

• COMMENT 

As one of the last of the great leveraged 
takeovers of the eighties, Anglo United 


romuuiiwj the group is more seurfgw 
to temperature than recession, and Jet 
year's chilly winter contributed to a 
solid performance by the core feel pm 

The existing management cannot tot 
relished this highly dflntive rights Issue, 
but their reluctance to be squeeze d JHi 
price makes their po stpo nement of farther 
disposals seem reasonable. 

The shareholders' money will see (tan 
over the hump on repaym ents, but It was 

a dose-run thing, with interest cover torn 
year down to under JL4 times and a mea- 
sure of luck in the high prices they 
achieved for early disposals. 

Forecast pre-tax profits of £25m and 
earnings of 5.7p put them on a prospective 
multiple of 6.4 - a 50 per cent discount to 
the market. That seems very reasonable, 
now that management can afford to wait 
for better prices on disposals and seek 
better terms for their e xistin g debt 
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Fall in advertising forces Emap down 19% 


By Raymond Snoddy 


EMAP, the publishing and 
exhibitions group, yesterday 
announced its first fell in prof- 
its for 10 years as both its Erast 
ness magazines and regional 
newspapers were hit hard by 
the recession’s impact on 
advertising. 

Pre-tax profit for the year to 
March 31 fell 19 per cent to 
£30 .79m (£38.03m) on turnover 
up at £269 (£264.35m). 

Indeed Mr Graham Ross Rus- 
sell, chairman, warned: “So far 
this year trading results are, as 
expected, reflecting continued 
severe pressure on the econ- 
omy, and revenue for the first 
half year will be below the pre- 
vious year.” 

In the first three months of 
this year E map’s newspaper 
revenues foil by between 13 
and 14 per cent and business 
magazines were down 30 per 
cent compared with the same 
quarter last year. Situations, 
vacant advertising, one of the 
most important sectors for 
local papers, was stm falling. 

*1 think the outlook is pretty 
fiat, which is no surprise to 
anybody, except perhaps the 
government, M said Mr Robin 
Miller , chief executive, yester- 
day. 

The company is not expect- 
ing any upturn until spring 
1993. 

Mr Eric de Belaigue, publish- 
ing analyst at stockbroker Pan- 
mure Gordon, said the results 
were a little disappointing. He 
had forecast profits of £34m. 
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Graham Boss Russell (left), chatman, and Robin Miller, 
chief executive: Emap was cash positive at year-end 


“They are bound to have 
some pretty bad figures for the 
first half, but the balance sheet 
is strong with £3 .5m in cash," 
added Mr de Belaigue. He is 
now looking for £3fin pre-tax 
for 1991. 

Emap's consumer mnjpnrinng 
division beat the downward 
trend and lifted its operating 
profit to £17.7m (£i5im) and 


the exhibition^ business rose 
to £&5m (£54hn). Business mag- 
azines declined to £l.4m 
(£5-3m) and nswspapers/prlnb- 
fng to £9 Am (gian m). 

However Emap, which Is 
moving Into commercial radio 
and is a member of the consor- 
tium bidding for the Bast Ang- 
lia commercial television fran- 
chise, believes it is the leader 


0 per 

and this has allowed it to 
increase market share despite 
the difficult trading conditions. 

Yesterday Mr Ross Russell 
emphasised that Emap had sac- 
rificed some short-term profit- 
ability to invest for the future 
- in the period £l7m was 
spent on ac qu isi tions and £6m 
on development .activities, 
such as magazine launches and 
relaunches. 

Profits were adversely 
affected by a loss of SSQflOO 
(profit £L.44m) from invest- 
ments and associated compa- 
nies and also by interest pay- 
able more than doubled to 
£1.17m (£499,008). Earnings 
were down at 14-3p (18. Ip) but 
the total dividend for the year 
Is betas increased to 63p (Asp) 
with the payment of a, pro- 
posed final of 5p. 

• COMMRNT 

Every company doing badly In 
recession claims to be well 
placed and strong enough to 
take advantage of recovery 
when it comes. With Emap 
there Is a better than average 
chance of it being true. More 
than £2Sm fa costs have been 
taken out of the business; and 
660 jobs have gone out of a 
total of 4,400. Two central 
Emap policies - launching its 
own titles and glaring for mar- 
ket leadership - appear tsr be 
paying off. On forecast pretax 
profits of £34m for this year the 
p/e win be 14. 
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SD-Scicon forecasts buoyant profits 


By Alan Cano 


AN UNEXPECTEDLY buoyant 
profits forecast for the first 
half of the year and a sharp 
attack on Cray Electronics’ 
financial credibility are the 
principal elements in SD-Sd- 
con's defence document, pub- 
lished yesterday. 

SD-Scicon, a computing ser- 
vices company, added that 
Cray's hostile offer which val- 
ues the company at about 
Elllm, was ridiculously low. 

The document argues that 


SD-Sctaan’a French subsidiary 
alone could be sold for approxi- 
mately that amount. “Cray 
would therefore be acquiring 
the profitable US and UK 
operations with a turnover of 
over £L60m for less than noth- 
ing." 

The all-share offer from 
Cray, a comparatively small 
high technology group, values 
each SD-Scicon share at 4UBp. 
Yesterday the shares closed at 
43p, having been up to 46p. 


Mr John Jackson, SD-Sci- 
con's recently appointed non- 
executive chairman, predicts 
that pretax profits fin: the first 
six months erf the year will be 
not fees than £43m, substan- 
tially above analysts' expecta- 
tions. This followed losses last 
year of £20m after making sub- 
stantial provisions against 
overruns on some is fixed 
price projects. 

Profits In the first four 
months of the year were 


£3.04m on a turnover of £86m. 

Mr Jackson said the profits 
were “dean as a whistle” and * 
did not indude any element of ’ 
unused provisions, nor would 
fresh provisions be necessary. 

The document attacks Cray's 
financial stability, pointing out ... 
that it has net bank borrow- - 
togs of more than £23m, repre- 
senting a "dangerously nigh 
balance sheet gearing ratio of , 
121 per cent and far too thin : 
interest cover". 


Keeping market share leaves Vibroplant 56% down 


By Jane Fuller 

WEAK DEMAND for construction 
equipment in the UK and US, plus a 
near doubling of interest costs, reduced 
Vibroplant’s pre-tax profit by 56 per 
cent 

Taxable profit at the Harrogate-based 
plant hire group fell from £14.01m to 
£6.19m in the year to March 31. This 
was to spite of an 11 pm- cent increase 
in turnover to £77.93m (£70-25m), as the 
full-year effect of acquisitions in the UK 
and the US fed through. 

Mr Jeremy Pfikfagton, chairman and 
chief executive, said market share had 
been maintained at the expense of 
prices. However, by the end of 1990, “we 
decided this had gone far enough and 
we reversed our discounting policy." 
Last year, prices averaged 5 per cent 


less than 198940. 

Trading profit was only 9 per cent 
down at £295lm (£322m). 

Mr Neil Partridge, finance director, 
said interest costs of £436m (£2Jilm) 
reflected gearing that had often bean 
mare than 90 per cent The year-end 
level was 86 per cent (75 par cent) on 
net debt of £46m (£39m). 

Capital spending. Including acquisi- 
tions, was reduced from nearly £43m to 
£26m and was expected to be less than 
ElOzathls year. 

More than 48 per cent of turnover and 
almost a third of pre-tax profit derived 
from the US, where there was an 
adverse currency effect Acquisitions, 
notably Indy Lift, added f600,000 
(£325,000) to pre-tax profit At the trad- 


ing level, US profit was up 20 per cent 
However, the main UK acquisition, 
Bath Plant, lost £500,000 pre-tax. 
Through reorganisation, , it was expec- 
ted to break even this year. 

Earnings per share fell to 934p 
(20.4p). A maintained final dividend of 
238p makes an unchanged total .of 33p. 

• COMMENT 

Vibroplant has hung on to market 
share at some cost to profit The hope is 
that with some smaller companies 
going bust and others weakened, prices 
can be resuscitated. But the back- 
ground Is gloomy. One analyst reck- 
oned that c ommer cial bunding activity 
in the UK would be 18 per cent down 
tills year and 24 per emit next year, 


_ by a recovery fa 
housing. Mixed messages have also 
come through on taftestructure work, 
with buoyant demand from the utilities 
but problems with local authority-fi- 
nanced roadworks. Vibroplant at 
least affeet a further UK decline with 
lower depreciation and interest cords, 
and some US growth. Debt redaction 
has the additional motivation that the 
family wants to hang on to Its sta te of 
a little more than 50 per cent A pre- 
served pre-tax profit of £8tn gives a pro- 
spective p/e of about 10.5 on yesterday’s 
close of 98p, half the May 1989 rights 
issue price. Recovery potential is good, 
but there are few Illusions about it 
materialising before 1992-93, leaving no 
rush to buy the sharra 
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DIVIDENDS ANNOUNCED 




Current 

payment 

Date Of 
payment 

Correa - 
ponding 
dividend 

Total 

tar 

year 

Total 

last 

year 

Actefi 

— fin 

as 

Aug 1 

3.12 

6.4 

4.68 

Anglo United — 

—..fin 

1.4 

Oct 1 

1 Jt 

13 

1.4 

Brttlah Und 


3.87 

Aug 23 

5.25 

6.75 

525 

Control Tochs — 

— Int 

Z16t 

Aug 15 

2.15 

- 

&5 

Bam 

— tin 

1.9t 

July 31 

1.5 

2.5 

2 

Emap 

—fin 

5 

Aug 2 

4.78 

fl-9 

83 

Faupd Trading §. 

— fin 

3.06 

Aug 13 

3.05 

4& 

4.9 

Grand Central — 

—An 

0.7 

Sept 30 

0.65 

1.1 

t 

Row* Evans km 

— fin 

1 

Aug 2 

2 

1 

2 

IMgata 

— fin 

9.6 

July 29 

9.6 

15.3 

15.3 

V^COplBi^ 

—fin 

2.33 

Oct 11 

238 

3.8 

3.6 

Worthington (AJ). 

fin 

0.75 

July 29 

0-625 

0.75 

0.625 


Dividends shown penes per share net except where otherwise stated 
‘Equivalent after allowing for scrip issue. tOn capital Increased by 
rights and/or acquisition issues. §USM stock. 
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Ml* 
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Statement of 

Income biMBBonaonmn 

Net sales ; 4£95£94 

Cost of sates 3,178^09 

income before taxes and minority 

interest ; ..253353 

Income taxes 140,153 

Net income 120352 

Net income per share 3572 On \bn) 



-1987 


Balance Sheet 

(Mach SI, 1991) Id MBhmuf Ytn 

Assets 

LJabiMties and SharehofcferaT Equity 


Cash and cash equivalents 847,149 

Notes and accounts reoehrable, 

toads 1,170376 

Inventories 1,102333 

Other current assets 459341 

Property, plant and equipment 1,117355 

Other assets 832,716 


Bank loans and current portion of 

long-term debt 1...821.179 

-Notes and accounts payable, trade S31386 

Other anrBrtfiabiffliea ,.1,172205 

Long-term liabilities .1,283759 

Minority Merest....:. 139308 

Shareholders' equity ....1,178*753 


eseflAa 




sbmehMenf equity..., 
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Winging back to rosier days after bidding a Bluebird bye-bye 

Maggie Urry talks to Chris Haskins of Northern Foods about his group’s return from the doldrums 

A FTER a decade in the 
doldrums. Northern 
Foods annual results 


By Daniel Gsnten;^:^ 

JH? 

to play do potential of 
' Zofran, : 8s .casTOr" dfag, : Itu 
other theispeutiifc.«reOs.The 


response to vvride 'publicity 
given to lfowdafaftom chides] 
trials whichsfcowed botothat 
.the " drug" could improve the 


could combat' araJefy.”, • " ■ r 
“These preSninaiy cfinte at 
results are-qjtfteptomisfng/v 
said Dr Richard $jlte8» Oasn’s 
director ofresearefr and tfeveL 
opmimt, *!bat. there: Js stfll u 
great deal: more dfaic&t wort 
to he"dorie-’j.';'> - ‘ " ' ' 

if proved; to be. -effective in 
w»f axees in' fis flM tit 
als,- Zofran win make large 
inroads into markets worth- 
more than S8bn (HLGbn) ayear 
at todays. prfces,acamHflg£o 
City: analysts. This rtiputt! 
wiafcg it one of tbe' world's top 
five seffing-drnga..,^ ■ 
However,, the trials mean' 
ttatUhoco will mft 1 be able to - 
seek clinical p p pr ov al for Zof- 
ran, also known by.Jis scien- 
tific wann er QfVOlld&aafttrOtl, 
until. 1993- Authorisation .usu- 
ally takes longer. With drags, 
such asZafran, which wax); on 
the nervous 8ystem, than with 
treatments ^ more easihr iso* 
tatahfeaflnMnta, : snch ** anti- 
biotics. {30^995 jmabeenpen- 
ritipH in jar toff drug's .launch..' 

Glaxo argued yesterday 
against ovarflttbptam for, most 
of toe potettfwi therapies, as do 
industry obaereeiB:- Their con- 


■ Corns facfade^: 

'• Further research is still to 
lie doflfiv The drag has yet to 
enter - three* tasting; in 
which iarge, nowhere , of 
pafient^ teke part for toe tfrst 

(rTiials’sofar have only been 
over i- short timescale: The 
eMcaly wouliTtake the drug 
over several years; ■ 

• Erie* - afcrtoday’s values, 
one tablet of 'Zofran a day 
would cost 1^600 a year. This 
'compares with £15 a year for 


Zofran agEria p proved earlier 
this yeardgl only to help pre- 
vent the nausea that arises as 
a side effort of cancer chemo- 
therapy ao&radlotherapy. 

- lii Tthe anxiety market, - it 
would con^wfte with Vahnm in 
tmaitetvK worth <Z5bn a 
yearandhfsthe advantage of 
not being 
...Xhesai 


. . .The sal^ potential to the 
~ elderly . to .even larger, bat 
harrtPT tn * j piflnHfy : There are 
no drags to the CeM now, but 
: demographics are (to Gtoxo’s 
skto the proportion to the pop- 
ulation of the' elderly -is 
increasing; as is. their wealth. 

In addmon, there are early 
ihdkaHons that there may be 
farther applications of the 
drug in the -, treatment of 
schizophrenia, a $lbn-a-year 
market, and drug addiction; . 

Industry watchers, however, 
think these last two avennes-of 
research show less promise 
than the others. 


A FTER a decade in the 
doldrums. Northern 
. Foods annual results 
today should mark the group's! 
rehabilitation as a growth, 
stock. 

The figures - expected to 
show .a. rise in pre-tax profits 
from £90£m to £103fa or £104m 
- will also finally distance 
Northern from its old rival 
Unigate, which yesterday 
repor te d a fan to profits from 
£105.5m to £75.5m and a 
restructuring - of its 
business. 

Northern, which like Unigate 
has its roots in the dairy busi- 
ness, was seen as a glamour 
stock in the late 1970s. Bat an 
ill-considered move into (me of 
the wors t penis of the US food 
industry — . pork products — 
blighted its history fa the first 
half rtf the 1980s. 

Only since - the group 
returned to concentrating on 
its core UK food business has it 
started to recover. And only in 
the last year or two has that 
recovery in the business begun 
to show throngh . to 
profits. 

“Northern has held to its 
policies when others were 
impatient - and it . has been 
proved right,” says one fol- 
lower. 

- Mr Chris Haskins, a frank 
and cheery Irishman who has 
chaired Northern since 1966, is 
unable- to talk fi gwraa before 
the results are announced. 

But he is sure that the 
investment of £30Qm over the 
last five years is now starting 
to pay off- And that spending 
has been achieved without pot- 
ting any- strain' on the group's 

ffnanroB 

. Looking hack be argues that 


f!hrf« PaiiWinp concentr ating on the UK 



Northern Foods 

Stare price relative to the FT- A Ail-Share Index 
400 





m file 1970s “we never thought 
we were as good as the stock 
mnrfcgt thought we were". 

The company was enjoying a 
bonanza to the liquid milk 
market - carefully price-con- 
trolled by tKo -milTr martrffag 

boards set up in the 1930s. At 
the time the price system was 
on a “cost plus” basis and 

inflation ggg high. 

“ Tgm ha r r jKMriwg ** am ou nts of 

money were coming in from 
that which “covered np tor 
shortcomings elsewhere," says 
Mr Haskins. 

Then, in 1979, came the 
disastrous $72m (at the time 
£3k3m) purchase of Bluebtrd 
- the largest producer of 
cooked, canned and smoked 

hnmg in thw US an< i henro Jn a 

highly cyclical, commodity 

h mhvjui , - 

It was followed in 1982 by 

thp nrqrri citing for yam (jf an 

80 par cent stake in Keystone 
Foods, Which maria Twmhnr g. 
08 «mri nWrlnm products for 
McDonald's, the fast-food 
riwriw- 


This was not such a bad 
deal, as in effect McDonald’s 
guaranteed to buy the products 
at cost plus 2 or 3 per cent 

But the stock market got the 
company wrong again in the 
early 1980s, says Mr Haskins. 
Aside from Bluebird the busi- 
ness “was never as bad as 
people thought’* he 
explains. 

The liquid milk side was 
slowing down, but the founda- 
tions of the future company 
were being laid, for example 
through the development of 
Poi* Farms - the UK port 
pie maker - acquired in 
1978. 

Much of the second half of 
the 1980s were occupied by 
Northern extracting itself from 
the US businesses, mainng a 
profit on Keystone though not 
Bluebird, and then at tem p tin g 
to replace the lost earnings. 
Northern’s turnover shrank 
from £L5bn to £lbn. 

1988 was hailed by the com- 
pany as a “year of restr u ct ur e 
tog". 


5 Q vi-^y - ww# 'ffx-s sS>l *f!£x 

1975 77 79 81 83 85 87 89 91 


been developed over the years 
with, for example, the pur- 
chase of Bowyers, the sausage 
company, in 1965. 

Both in meat and on the gro- 
cery side, which includes Fox's 
biscuits, another late 1970s 
acquisition, a move up-market 
in products is meeting with 
success. 

The cakes business, for 
instance, was “horrendous for 
years” says Mr Haskins, but a 
move into birthday and special 
occasion cakes has created a 
new market 

Northern’s greatest success, 
however, is in the recipe dish 
business, although this was in 
1968-90 the smallest of the four 
divisions. In 1983, says Mr Has- 
kins, “recipe dishes did not 
exist”. But now, largely 
through the efforts of Marks 
and Spencer’s, recipe dishes 
are becoming a large, still 
w panHing market. 

Northern has three factories 
which are now reaching the 
phase where investment is 
criming through strongly, anii 


The withdrawal from the US 
was completed and the UK 
activities were divided into 
four divisions - dairy, conve- 
nience foods, meat and gro- 
cery. Disarmingly, Mr Haskins 
dismisses divisional struc- 
ture as “not important to the 
group but helpful 
externally”. 

The dairy business is still 
the largest profit earner, mak- 
ing ha«f the group's profits in 
1989-90. Several piecemeal 
acquisitions over the years, 
and significant investment, 
have ww»<te the milk business 
more profitable than it was in 
the late 1970s, but because of 
efficiency not through the 
price-setting mechanism Mr 
Haalriius says. 

Thp forthcoming shake-up of 
the mflk industry - likely to 
take place over the next few 
years - will if anything help 
Northern, as a more efficient 
operator than many of its 
rivals. 

The meat side too, making 19 
per cent of 198880 profits, has 


it has exclusive supply 
arrangements with M and S. 
Further investment will 
increase productivity, keeping 
prices competitive with prod- 
ucts such as frozen foods, he 
says. 

Mr Haskins has no doubts 
that there is still plenty of 
growth for Northern in the UK, 
both from internal inves tment 
and small bolt-on acqusitions. 
*Tm not shy about the pros- 
pects for profit growth in file 
UK" 

However, even m aintaini ng 
a high level of Investment, 
Northern will soon start gener- 
ating excess cash. The question 
Is where to spend it 

Mr Haskins reckons he can 
easily spend £70m a year on 
small acquisitions for the next 
two or three years. And on a 
five year view, he thinks **we 
could satisfy shareholders just 
by going on doing what we are 
doing”. 

Perhaps another big deal 
looms. 

Mr Has kins admits “our 
record on investment is good, 
but our record on acquisitions 
is not perceived as good 
because of the US experience.” 

New adventures in the US 
might frighten shareholders 
with long memories, while 
moves into Europe are unlikely 
while the food retailing infra- 
structure is so fax behind that 
of the UK 

Many of Northern’s products 
have such short shelf lives that 
only the highly efficient distri- 
bution systems of the big UK 
supermarket groups can cope. 

*T would be amazed if less 
than 90 per cent of the group’s 
profits came from the UK in 
five years time.” 
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By RMtarcI Qfliirtay 

THE SHARES >of Control 
Techniques, jumped 38 per - 
cent yesterday oh hews that 
Emerson Electric, the US elec- 
tricals- group. wffltekenp to 
2989 T?er ccmt of the Powys- 
based motBrn afid process coat 
tral.prodndx specialist . V 

Rmerisofl wfflacqtorepaxt of \ 
the stake through a tender - 
offer at 320p .for 3An shares, 
representing 325 per -cent of' 
the existing. equity. .. .. 

The balance comes as a 
result of Control iTedmtques’ 
purchase of 80 per cent cfJCD 
Drives, a New Tort subsidiary ': 


Second half downturn 
leaves Acal behind 


London Scottish declines 10% 


of Emerson, satisfied, by the 
issueof ’Uknnew shares. 

: In connection with the acqui- 
sttton. Control Techniques has 
entered into an agreement to 
'supply Emerson with standard 
drives In fixe US and Europe, 
which cbdMlead to “snbstan- 
tially increased of stan- 
dard drives . from, the compar 
ny*s UK plants”. • 

ICD bad sales of 45&2m in 
the year to the end of Septen- 
ber 1990 and pre-tax profits <rf 
S4.7m.lt employs 460 people. 
Controi Techniques’ share 


Control Techniques also 
mnannead pre-tax j wfiti for 
six monflm to ^ id of 
March of £l.lm, down from 
£L6m in the previous period 
and eazninga per share down 
to 23$ from r I3f>, 

The cmnpany is to maintain 
■ its interim dividend of 2J5p. 

The economic downturn *nri 
the Gulf war resuBed in cus- 
tomers destocking and post- 
poning capital expenditure 
plans, Mr Trevor Wheatley, the 
chairman miH. During ^ 
pnrinri four acquisitions were 
marie. 


IN SPITE of a 9 per cent 
increase in sales, pre-tax prof- 
its of Acal, the USM-qmrted 
electronics industrial con- 
trols distributor, fell margin- 
ally from £4. 41 m to £4Jhn in 

the year to 

Turnover rase from £54£6m 
to £59.7m and at the operating 
level profits advanced 7 per 
cant to £5.06m (£4.73m). The 
interest payment rose to 
£893j000 (£503,000). 

Mr Jtton Curry, thp chain 
wan, mr jri thp year hari started 
accmdiDg to plan with acqolsi- 


tioos made in 1989-90 giving a 
boost to turnover. 

However, the company had 
been confronted by a far 
weaker economy across Europe 
than had been perceived, with 
the result that turnover in the 
B flre mri half fen from £30. 7m to 
£29m. 

Earnings per share for thp 
year increased from 19p to 
20l5p and the board is recom- 
mending an improved final div- 
idend of 89p (3J2p) making a 
total for the year of 5.4p 
(4.68P). ■ .. .. ; 


By David Barchard 

PROFITS AT London Scottish 
Bank, the Manchester-based 
personal inana and consumer 
finance group, dipped for the 
first time for more than a 

ripmrip in the six months to 
April 30. 

London Scottish, which spe- 
cialises in medium-tom lend- 
ing to COUDCil tenants, marie 
pre-tax profits erf £L64m, down 
almost 10 per cent on last 
year’s ci wim. 

Mr Jack Livingstone, chair- 
man, aairi that inang granted in 
the period had gone down for 
the first tone since 1975. while 


a det e ri o ra t ing trend in arrears 
had forced the company to 
make bad debt provisions of 
£340,000. 

Turnover grew by 5.6 per 
cent to £ 14.63m ( £13 «5m) while 
interest income increased to 
£9.5Gm (£9.48ra) and collection 
commissions rose to £2.08m 
(£1 An). Insurance income was 
£lB9m (£L61m). 

Retail sales were steady at 
£889,000 (£881,000). 

Net advances to borrowers 
rose by 8£ per cent, reaching 
£37. 78m, np from £34.67m a 
jrear earlier. 


Mr Martin West, chief execu- 
tive, said the results reflected 
efforts last year to reorganise 
and streamline the company. 
“We are well hedged against 
interest rate movements, either 
np or down, and we behave 
that we have got a very solid 
base for the second half of the 
year, whatever happens to the 
national economy," he said. 

Earnings per share were 2.4p 
(Z5p) basic and 13p (2.4p) fully 
diluted. There was a retained 
profit Of £880,000 (£929,000). 

The interim dividend was 
unchanged at 0 J75p. 
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Casino must return thief s losses 


An opportunity to acquire the 
Business and Assets of: 


UPS3N GORMAN v KARP- 
V - KALB LTD, 

House dfXotds 

(Lord Bridge of Harwich, Lord 
TBmpiemanT Lord Griffiths,' 
Land Artoer end Load Goff of 
. . cwiwhrt : 


THE EXCHANGE of plastic 
drips for cssh tot gambling 
purposes ls-npt good consider-' 
athto giviugrise to. an enforce- 
able contract,- to titottt forms 
parti of the gaming contract 
which is vHuH .aBd void. 
Aeeordin^X»:la..cadM which; 
innocently wins stolen , money 
in the font of dritools; ntiusfly 
enriched, having given no coo- 
sideratioittorit,audiinuf 

restore the money to. the true' 
owners .to- the exteni that it 
has -hot changed its poritlon to - 
Its detriment, by paying but 
wimdngs to tbe.tidefl; : -‘ 

The House of Lords so heM 
whoa aUbwtog an appeal- by 
Upkhi German, a firm of soito. 
tiara, from a Court of Appeal 
majority decision that they 
were not eutitied to resti t ution 
of £150,960 afcdJeh by ^ partner 
and lost -gamWtog-to KaiiK 
imiff Ltd, ovna ctf the Playboy 
Ctab. A- cross appeal iqp Karp- 
nale agafhst- the Court of 
Appeal’s declston that the 
solicitors . were entitled tq • 
£3,735 dasHoea tor conversion 
of a stolon uadeerb- draft was; 
dismissed. ^ .. 

LORD TEMPI^MAN sdd ttod 
Ur Nontum Barry Cass was a 
partner to fhe solicitors’ firm. 
He tote p3S^S».tam ttelr 
haidr accoratt; * 


■ ^ grnri ng te Mes ol . 

. the : Sayboy^ Qo b, ja heensed 
cudnoi The dob Acted farm- 

M tutkm Thiel Jprw imposed fh 
oWigation cd' t ^ redpient af 


lent sqm 

he had b^r^^jnstly 
enriched** at thefr'firpBcsS' *- r 
lie acfidto 

the £154885 if they.aho Wdffiff: 
dub was- wfrs&r eB&£i&i&£ 
their ea^Qjse*.- : 

If Air Casa :had paid fiSSOOft 
for a erny the dealer would not 
have been emfehed- Ha iratld 
have received £ 2 p^oo for a, edr 


mt qf stbtea 
beewk*ed# 


: The club daimed ff gaverike- 
aUmarta for th® £©$69S .B£ 
.eBowing Mr , Casa to; gamNpr 
and' agreeing to pey lua wnh 


.' - The solicitors claimed the 
' dub acquired the money under 
void contracts and was in no 
better position than an hmo: 
;Cent donee. - 

Sedfon IB of the Gaming Act 
: : 1845 provided that “all con- 
tracts . . .• by -way of .gam- 
ing . i . utiaii -be null and 
' icail?; 

The chib contended that it 
received the money under a 
con t rac t which was not a gam- 
tagcontracL ■ 

Mr Casa was actoh mmber. 
If h>a contemplated gambling 
he was bound to advance cash. 

, . Be could pay the cashier to 
return for credit vouchers. IT 
he tendered a'oeffit voucher to 

croupier he would be issued 
with mastic chips. . He could if 
he wished pay cash to crou- 
pier fa retain £mr clffpis. ■ 

ff he acquired idifoe by win- 

- ntog or from & fellow member, 
the cashier would cash them 

"for him. If be ardmA refresh- 
ments he could pay in ch i ps. 
Within the dub roe drips were 
.treated as currency, 

- The drib argued that when 
Mr '-Cass '-.paid 'cash!, to' the 
‘cashier, or the. c rou pier there 

‘ wmip lntn a ghfalOB a COD-' 
..-tract which was. nofca gaming 
contract. In considflration of 
■the money pmd~fiie dnh agreed 
. to cash drips' iefc»faed,.Won or 
otherwise acquired^ and pres- 
t ented for payment 

That was a contract, so it 
whs said, fa contemplation of 
gaming and not a contract by 
-wayrof gaming. If Mr Cass 
- staked a drip and the croupier 
. accepted tiie stake mid played, 

. .a second. contract came into 
, eMstaice. There were, accord- 
-tog fa the duh, two separate 
amtracts. By tiie first kr Cass 
exchanged cash for chips, and 
..that was.not a gaming cor- 
' tract. . 

. . The drib could not retain the 
stolen money gave by tolyiiig 
on tim gaming contninto Those 
gaming cfittfracts were void, 
f y- dn h remained unjustly 

enriched to tiie extent of 

■ 

Anther way (tf analyrtig; the 
. situation was that vrtien Mr 
■ Cass difcawi the dub' It made 
• revocable offer to gam- 
vUft Oh tarns dictated by the 
Those terms required^ him 
T td®piy Iris gambling stakes fa 
xtonme. Tbs revocable ufier 
.'tjyttfeduh was ace^tedbylfr 
1 "Csss w^n he staked- a drip, 

: ami became irrevocable -^ritoi 
As croupteac^rtedtiw drip 

/ff hare ms imly tme.COnitact . 
y&l ibat was. a gaming eat 


■ > ' Tfe rfrih daimedtfaat even, if 
tite only consideration given 


• _ ; ; v 






wa s a g ambling cored rtgation, 
it altered its position to its det- 
riment because it allowed Mr 
Cass to gamble and paid his 
winning. 

That was another way of 
relying on a void gaming con- 
tract to Justify retention of the 
sohdtars' money- The club tod 
riot suffered any detriment. H 
it paid the sofidtors E154£95 it 
would be in exactly the same 
position as if Mr Cass had not 
gambled away their money Jt 
would have been to a better 
prydtky i if he had been gam- 
bling away his own money, but 
that did not entitle it to 
retain the sofidtors’ money by 
which it remained unjustly 
enriched. 

Money stolen from the saHd- 
tors was retained by the drib 
and ought to be repaid. The 
solicitors would recover part of 
. their stolen money and the 
club would only lose the win- 
nings ;it was not entitled to 
make. ■ . 

The appeal was allowed. 

Induded to the £154395 was 
£3,735 representing a banker’s 
draft made out to the solicitors 
and indorsed by Mr Cass to the 
drib for drips, which he then 
gambled and lost The Court of 
Appeal held the dub had not 
become holder of the draft fa 
due course and gave judgment 
for the. solicitors. The dub . 
cross-appealed. 

The draft represented money 
derived from the solicitors 
which had unjustly enriched 
the dub. There was no differ- 
ence between the cash and the 
draft. The cross' appeal was dis- 
missed. 

LORD GOFF said that in 
common sense terms those 
who gambled at the dub warn 
not gambling for drips. They 
were pwnhKwg fig- money . The 
handing over of cash end 
receipt of drips was simply a 
gratuitous deposit of money. - 
The drib could not say it had 
given valuable consideration ; 
for the money. ' 

Mr ZJghtman -for the drib 
asserted that recovery should 
be denied- because of the 
change of postttai of the duh, 
which had acted in good faith 
throughout 

! Whether change of, position 
should be recognised as a. 
defence to daims fa restitution 
had been mneh debated in the 
books. The consensus was that 
sort a defenceahould be recog- 
nised to English law. . 

There had however, been no 
general recognition .of a 
(tf fthanga Of position 
as such in the authorities, it 
had bear usual to approach the 
problem as one of estoppel. 

The time for recognition was 


rr?*m«st*r- s*t-v**-*r~*.*4f -n- 


long overdue. 

In recognising it as a defence 
to actions for restitution, noth- 
ing should be said at the pres- 
ent stage to inhibit its develop- 
ment case by case. 

The defence was not open to 
one who boH nhanpii Hw posi- 
tion in bad froth. 

It was available to a person 
whose position had so changed 
that it would be inequitable to 
require him to make restitu- 
tion, or to make restitution in 
fuIL The mere fact that he bad 
spent the money, did not of 
itself render ft fapg totoblk that 
he should be called on to 
repay. 

Applying the principle to the 
present case, it was the totality 
ctf bets which yielded the occa- 
sional winning bet; and the 
occasional winning bet was 
therefore, to practical terms, 
the result of the club ohang te g 
its position by incurring the 
risk of loss. So it would be 
inequitable to require the ctoh 
to repay to frill without bring- 
ing into account winnings paid 
fay it to the gambler. 

The solicitors’ appeal was 
allowed in respect of the 

y.is nffiO , 

.- With regard to the banker's 
draft, the effect of its having 
been made payable to the solic- 
itors and not to a third party 
(see Mann [ 1961] AC 1 ) was 
that the solicitors had an 
• fann«Bfltg right to possession. 
On that basis, from the 
TiwiBwit Hi» rhuft was deliv- 
ered to Mr Cass by the bank, 
they had vested in them suffi- 
cient tftto to enable thAm to 
bring an action for damages for 
conversion of toe draft against 
Mr Cass, or to due course, 
against the duh. The duh did 
not become holder to due 
course. The cross appeal must 
fan 

THEIR LORDSHIPS agreed 
that the appeal was allowed for 
the reasons given fa both judg- 
ments. They agreed that the 
cross-appeal should be dis- 
missed for the reasons given 
by Lord Goff. Lard Bridge and 
Lord Admer agreed with Lord 
Goff Jhflf Enghvh Jaw should 
recognise change of position in 
good faith as a defence to a 
daim for restitution. 

For the solicitors : Dermod 
CBrtm QC and Thomas Put- 
nam {Reynolds Paler & Cham- 


r.fv 



(In Rocelvershlp) 

KSP.manSactuwridsiaadaR and are based hi Bafley.W. Yorks. ^ The principal 
fsafcffflsam: 

• Freehold property tfral extends lo 1.4 acres 

• The prenisae benefit Iran good motorway access 

• BusinameetaUehed since 1976 

• Coipteto in-house manutaefaring bcfHy including fabrication, macbMng, 
assembly, taring & painting 

■ EstabSshedreputaSon In the manufaebrerf standard SspadaSsed 
ridatoadas to sud customer requranants 

• Separata spam parts & senicing function 

• Pioneered toe first pneumric tyre electrical sktetoader 
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New York market leads 
further gold price rise 


By David Blackwell 

GOLD BULLION was fixed at 
5372J0 a troy ounce in London 
yesterday afternoon - the 
highest level since January 39. 
The market went on to close at 
' $37SL95 an ounce, up $6-20 on 
the day. 

The afternoon advance 
through resistance at $370 was 
spurred by rising futures 
prices on New York's Comes, 
where the active August con- 
tract was above $376 an ounce 
in early afternoon trading. 

Dealers said that talk of buy- 
ing from the Middle East was 
persistent, but could not be 
confirmed. 


Mr Andy Smith, precious 
metals analyst at Union Bank 
of Switzerland, said it was diffi- 
cult to know if the upward 
move was based on technical 
or fundamental factors. 

He pointed out that the mar- 
kets bad been quiet, the charts 
were looking positive, and sil- 
ver's recent strong perfor- 
mance had refocussed atten- 
tion on the precious metals 
sector. 

Mr Jon BergtheU of James 
Capel said he was reasonably 
confident that gold, which in 
April reached a nine-month 
low of $353.55 an ounce, had 


Modest copper surplus forecast 


By Kenneth Gooding, Mining Correspondent 

RTZ CORPORATION, the , 
world’s largest mining group. West 

predicts that copper supplies 

will outpace demand by less — 

than 100,000 tonnes this year - couniry 

which would give little leeway - 

If there was an unexpected, xr., 
serious drop in production- r" ® 

Total copper stocks remain xfr® 
very low, says Mr Martin Zaimb}a 
Thompson, the group's com- AusIraMa 
merrial adviser. Consequently, Mexico 
the price Is unlikely to foil for Penj 
below US$1 a lb or stay below south Africa 
that level for very long. Philippines 

He suggests that copper pro- Total 
ducers are unlikely to escape 
in 1991 the various problems 
that held back output last year, 
parti cular ly as Chile faces the Mr Thompson points out, and 
first completely free wage improved by more than 2L5 per 
negotiations for many years, cent. Consumption therefore 
So supplies of refined copper in kept well ahead of production 
the market economy countries of refined copper which rose by 
are not likely to top 8.75m only 1.4 per cent 
tonnes this year compared Consumption foil slightly in 
with &53m tonnes in 1990. the US and heavily In Brazil, 
While it would be optimistic Canada and Taiwan. It rose 
to expect consumption not to strongly in Japan and most 
drop from last year's 8.93m European countries - with the 
tonnes, there is no need to fear exception of Britain - per- 
a substantial reduction. formed welL 

Mr Thompson is much more Production was restricted by 
optimistic about copper’s pros- problems in Peru, where there 
pects than most other commen- were technical difficulties 
tators and his comments are stemming from the country’s 
contained in an analysis for financial situation, and by 
Mining Journal's annual Met- lower output from file African 
als & Minerals Review, to be copper belt where Zaire's out- 
published shortly. RTZ has a put fell by nearly 25 per cent 
vested interest in the health of According to Mr Thompson, 
the market because It is the copper mine production In 1990 
world's second-largest pro- totalled 7.28m tonnes, up L8 
ducer, after Codelco of Chile, per cent. Chile’s output, 
and accounts for more than 5 affected by Codelco’s reduced 
per cent of supplies in the mar- production, toppled that coun- 
ket economy countries. try from the top of the produc- 

Copper consumption in those os' league table. It fell behind 
countries last year was much the US as the largest primary 
better than generally expected, producer of copper. The US 


Western Copper Mine Production* 


Country 

1990 

1989 

1988 

US 

1.637 

1.498 

1,420 

Chile 

1.588 

1,609 

1,451 

Canada 

810 

732 

777 

Zaire 

356 

441 

466 

Zambia 

538 

510 

476 

Australia 

328 

295 

238 

Mexico 

302 

249 

279 

Peru 

298 

364 

296 

South Africa 

194 

197 

192 

Philippines 

185 

193 

218 

Total 

7,283 

7,154 

6,736 

Vnciotiina loach production. Source.' Wrung Journal 


produced 1.64m tonnes com- 
pared with Chile’s 1.59m 
tonnes. 

Mr Thompson gives a warn- 
ing that, although the copper 
price continues to be well 
above most mines’ costs, these 
are no longer falling - There is 
some evidence that costs are 
gradually increasing. He says 
recent wage settlements have 
lifted mines’ costs signifi- 
cantly, some higher-oast capac- 
ity has been reactivated or 
expanded and that the extraor- 
dinary efforts made by same 
mines to cut costs in the reces- 
sion of the mid-1980s are now 
catching up with the Industry. 

Mr Thompson suggests cop- 
per mine capacity at the end of 
last year was an annual 7.45m 
tonnes. Projects under consid- 
eration could, in theory, add 
more than 1.2m tonnes to 
capacity in the next four years. 
“Metals & Minerals Annual 
Review, " £20 or US$40 from 
Mining Journal, 60 Worship 
Street, London, EC2A 2HD, 
England. 


LME extends metal contract periods 


UNDER CHANGES that came 
into effect yesterday the terms 
of the London Metal Exchange 
Copper, al uminium and zinc 

contracts have been widened to 
allow deals to be struck for up 
to 27 mouths ahead. Contracts 


previously stretched to a maxi- 
mum of 15 months and much 
of the metal producers’ risk 
beyond that time was borne by 
brokers. 

The exchange has also 
increased the range of curren- 


cies in which contracts can be 
traded to include Deutsche 
Marks and Japanese yen. But 
dollars and sterling will con- 
tinue to be the only currencies 
quoted in the official ring deal- 
ing sessions. 


Fighting in the dark against mystery pig disease 

The cause has been identified but a preventative vaccine could take years to develop 


seen the bottom of the market 
It would now progress, albeit 
haltingly, towards $400 an 
ounce. 

The strong demand for jewel- 
lery, particulalry in the Middle 
East and Southeast Asia, cou- 
pled with the feet that world 
supply had already peaked and 
forward selling by mines wag 
likely to decline gave “the best 
set of positive indicators for a 
long, long time”, he said. Silver 
attempted yesterday to break 
through 460 cents a troy ounce, 
but settled back in the after- 
noon as the market appeared 
to be overbought. 


T HE NEWS, last Thurs- 
day, that Dutch scien- 
tists had at last suc- 
ceeded in Isolating the micro 
organism responsible for a 
mystery pig disease that is dev- 
astating European herils was 
hailed as a breakthrough it 
would, said an official of the 
Dutch Central Veterinary Insti- 
tute, allow researchers to begin 
work on developing a vaccine 
to control it 

The trouble is that it could 
take years to develop and in 
the meantime the disease will 
continue to spread. Indeed 
within the next few days it is 
likel y to be confirmed that 
some British pigs have already 
been hrfiwflyd 

Government veterinary offi- 
cers have, since the May 24, 
imposed pig movement restric- 
tions on an area of Humberside 
where it is suspected that the 
first British cases have 
occurred. Diagnosis has been 
difficult because until last 
week no one knew what was 
causing the disease, it has 
therefore been necessary to 
eliminate all other conditions 
that exhibit similar symptoms, 
and that has faKpn tfrnf* 

The Dutch discovery of the 
vlrus-like micro organism - 
now named Leylystad agent, 
incidentally - will enable posi- 
tive diagnosis to take if 
this confirms that the eight 
Humberside herds and imp in 
County Durham currently 
under suspicion do In feet have 
the disease prospects for the 
UK pig industry over the 
few months are bleak. 

For blue ear disease, or mys- 
tery swine disease, or porcine 
reproductive and respiratory 
syndrome, all names it has 
been given by scientists 
searching for the causal agent, 


FARMERS VIEWPOINT 



By David Richardson 

is devastating in its effect on a 
pig herd and is very contagious 
indeed. 

Initially affected pigs appear 
to have influenza. They have a 
high te m p er ature and experi- 
ence difficulty in breathing. 
Later bright red patches 
appear on their bodies, espe- 
cially around the vulva and the 
nrirtey and aim an their ears. 
As these Inflamed areas cod 
down they turn a MitMi col- 
our. hence the name that is 
mainly used in *hi«t country, 
blue ear disease. 

After several days, adult pigs 
usually recover and it is 
thrmghi are rmrmmp from fur- 
ther infection. Pregnant female 
pigs however, especially those 
that are within a few weeks of 
giving birth, often abort their 
piglets. Even If the kma ptgo 
are born alive they quickly die! 

Infected sows that go their 
foil term may have live piglets, 
but because of the mother’s 
infection and the feet that she 
has no mlllc those pi gfota akn 
quickly die, if not of blue ear 
disease, of some secondary 
infection from which they have 
no protection. 

As the disease spreads 
through a hod over the course 
of a period of weeks it Is dear 
therefore that a complete gen- 


eration of piglets Is lost And 
although scientists believe that 
fixture generations, fared from 
previously infected animals 
will inherit some degree of 
immunity the short term finan- 
cial implications are horren- 
dous. 

The disease or something 
very similar, was first recog- 
nised in the US in 1987. It 
spread through the main pig- 
producing areas foiling all 
attempts by scientists and vet- 
erinary surgeons either to stop 
it or to identify what was cens- 
ing it. It was thought, however, 
that it was spread cm the wind. 

Last October the disease 
turned up in Germany, ft is not 
known how it got there but a 
total of about 4,000 German 
herds have since been affected. 

By December of last year it 
had crossed into Holland. The 
Dutch pig industry is me of 
the most concentrated in the 
world and the disease quickly 
spread, again presumably on 
the wind, through many of the 
herds in the south of the conn- 
try. To date there have been 
about L400 cases of Blue Ear 
Disease in Holland. 

I n the meantime in an 
attempt to stamp out the 
disease the European Com- 
mission Imposed stringent 
restrictions on the movement 
of pigs from infected areas. 
This did not, however, stop the 
spread into Belgium where 66 
cases have so far been offi- 
cially diagnosed. 

In April the disease was 
found in Spain where just two 
cases have been officially noti- 
fied so far to the authorities. 
How it could have jumped 
Fiance remains a mystery but 
the feet that there is a regular 
trade in live pigs b e tw ee n Hol- 


land and Spain may well be 

ri gnifiranf 

Then three weeks ago the 
first suspected case was found 
on Humberside. AS in Holland 
there are pig farms every few 
hundred yards and if blue ear 
is confirmed there is little 
doubt that It win infect a great 
many of them. But how du the 
disease cross the North Sea? 

For although It is possible 
that the micro organism could 
travel up to 50 miles on the 
wind it is thought very 
imfikely that it could jump the 
water between Holland and 
Humberside by that means. 
Birds are dearly a possibility 
and so are people and vehicles, 
particularly if they have been 
in dose w»nfatefr with the dfe- 

For that reason all the major 
agricultural show societies in 
this country including the spe- 
cialist Pig Fair tn April have 
cancelled classes for pigs. They 
are aware of the possibility of 
foreign viators to such events 
and having taken Ministry of 
Agriculture advice are not pre- 
pared to run the risk of infect- 
ing pigs in competitive classes. 
Most societies have also asked 
exhibitors not to bring live 
oias for thofr trade stands. 

Meanwhile, however, there 
have been persistent but 
unsubstantiated rumours in 
recent weeks that Dutch pig 
buyers have been roaming the 
intensive pig producing areas 
at this country (such as Hum- 
berside) in search of weaner 
pigs to fill finishing pens left 
empty because of blue ear in 
Holland. Furthermore the; are 
said to have been offering pre- 
mium prices for such pigs and 
when such offers have been 
accepted bringing Dutch lor- 
ries to collect them and take 


Soviet oil and gas exchange opens this month 


By Leyte Boulton in Moscow 

A SOVEET-style commodity 
exchange in Tyumen, the coun- 
try’s largest oil producing 
region, plans to start trading 
oil and gas on a spot bads on 
June 27. 

The initiative has been 
prompted by last month's pres- 
idential decree allowing Soviet 
oil and gas workers to seU 10 
per cent of their output on the 
free market on condition they 
meet state export quotas and 
do not strike. 

Mr Viktor Morozov, the 
exchange’s vice-president, said 
this meant the exchange could 
sell some 30m tonnes of oil a 
year. Providing there was polit- 
ical stability in the Soviet 
Union and the exchange man- 
aged to get hold of satellite 
communications, he said the 
aim was eventually to rival the 
ail markets of London, Amster- 
dam and New York. 

Hie exchange’s 240 founding 
shareholders, who each paid 
upwards of Rbsl25,000 for a 
«tn pie share, include the main 


state-owned enterprises 
responsible for extracting Tyu- 
men’s oil and gas, as well as 
banks and industrial enter- 
prises. 

Shareholders automatically 
obtain a broker’s place giving 
them the right to trade on th e 
exchange. The exchange takes 
0.4 per cent of the value of any 
deal as commission. 

Two foreign shareholders, 
who each paid $100J)00 for a 
share, were as Amruss, 
a US company trading in oil 
and precious metals, and. Fest 
Co, a Czechoslovakian com- 
pany. Deutschebank has also 
made inquiries about acquiring 
a place on the exchange on 
behalf of clients. 

Mr Morozov said that east- 
ern European countries were 
also eager to get a piece of the 
action in view of their prob- 
lems in obtaining deliveries 
promised by the Soviet govern- 
ment. 

A trial run at the exchange 
last month saw oil trade at 


world prices, both for roubles 
and in hard currency. Prices 
were displayed on a television 
screen linking Tyumen and the 
exchange’s Moscow subsidiary, 
with brokers negotiating deals 
by telephone between the two 
places. 

Mr Morozov said the 
exchange had accumulated 
capital totalling RbsGQm from 
Soviet shareholders plus flm 
from foreign shareholders, 
including joint ventures which 
are half owned by foreigners. 

Mr. Valery Neverov, an 
exchange executive based in 
Moscow, said the first day of 
trading would also see an auc- 
tion of five new places for 
Soviet investors - with a 
starting price of Rbs550,000 a 
piece - and another five for for- 
eigners - with a starting price 
of $110,000. 

Soviet commodity 
exchanges, bom from the col- 
lapse of the state distribution 
network, are basically physical 
markets for all kinds of com- 


modities and consumer goods. 
They have little in common 
with their western counter- 
parts, although many aim to 
become western-style commod- 
ity exchanges tn the long-run. 
The Tyumen exchange for 
instance, whic h will also deal 
in timber and other building 
materials, would like . to 
develop standard forward and 
futures contracts. 

The Moscow Commodity 
Exchange last week began 
trading forward grain con- 
tracts, The first session on 
Thursday saw the sale by 34 
collective and state farms of 
2£00 tonnes of grain from the 
September harvest for Bbsl^SO 
a fawin^ Even Exportkhleh, the 
state agency for grain imports, 
has boi^ht three seats on the 
exchange. Mr Gennady Poles- 
chuk, the exchange chairman, 
said Exportkhleb aimed one 
day to export grain. He said 
that grain imported by the 
state might also be sold 
through his exchange. 


them home by North Sea fetty. 

It such stories are tree, $id 
they were repeated tn last 
week’s issue of Fanning News 
magazine, the level of iriwpbn- 
stbility by Dutch buyers, the 
British pig br eeders involved 
and the Ministry of Agriculture 
for allowing it to happen, beg- 
gars belief, ft must be said, 
however, that government vet- 
erinary officers I have ques- 
tioned deny all knowtedger of 
such transactions. 

They point out that before 
being exported all live stock 
have to certified healthy by a 
qualified veterinary officer;' to 
have been kept on one 
approved holding for 30 days 
and to have passed all health 
tests required by the importing 
country. They say that no such 
requests have been put to them 
and they do not believe the 
export of weaners to Holland 
can be happening as alleged. 

However, the rumours per- 
sist At the very least the mat- 
te should be investigated and 
if it had substance the practice 
should be stopped forthwith. 
But if those rick pigs on Hum- 
berside are found to have Blue 
Ear Disease it may of course be 
too late. The British pig Indus- 
try will have an epidemic on 
its hand. 

The only good news about 
blue ear is that it poses no 
danger to humans. As the 
European Commission in Brus- 
sels announced on April 31 in 
spite of the thousands of cases 
across Europe and the US in 
which farmers and their work- 
ers have been in intimate con- 
tact with infected pigs every 
day there has not been a single 
human health problem. Blue 
ear, Lelystad disease or what- 
ever they eventually call it is 
spgrffto to pigs. 


OBITUARY 

Jack Fierce: 
chief executive 
of Ranger OH 

MR JACK Pierce, 67, chief * 
executive of Ranger Oil. the 
Canadian energy producer 
with extensive North Sea inter- 
ests, died at the weekend of a 
heart attack while rounding, up 
cattle at his ranch 'in 
south-west Alberta. ‘ 

Mr Pierce, who built up 
Ranger Oil from scratch, was 
one of the more colourful char- 
acters In the Canadian oil 
industry. He was a Montreal- 
trained engineer who had a 
paadnn for flying and a reputa- 
tion for caustic comments 
about the industry. 

The death of Mr Pierce has 
increased uncertainty about 
the future direction on the 
company, in which he held 
tally a 3 per cent stake. 

The two largest shareholders 
are Norsk Hydro, with 11.8 per 
cent, and Westcoast Energy, 
the Vancouver-based pipeline 
operator. 
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MARKET REPORT 

News that US producer Reynolds 
Metals is to close temporarily 
three out ot five potlines at Its 
121,000 tonnes a year Troutdale, 
Oregon, smelter prompted a 
shortcovering rally in LME 
aluminium prices. “This Is the 
first major producer to make a 
cut, just what the market's been 
waiting for,” one trader said. But 
he added that it would take more 
than the 70,500 tonnes a year 
capacity reduction at Troutdale 
to cut into the large surplus 
building at producers and in LME 
warehouses. Tin prices closed 
down, amid persistent market talk 
of Malaysian banks unloading 
metal stocks held since the 
International Tin Council crisis 

London Markets 
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of 1985. Dealers said the banks 
held about 7,000 tonnes of tin and 
were gradually liquidating their 
holdings in an orderly manner. 

The reports effectively blocked 
any follow-through to last week's 
rise in Un prices. Three-month 
nickel dosed above support at 
$8,100 a tonne. Cocoa prices 
dosed around the day's highs, 
boosted by chart-based buying 
and increased manufacturer 
interest, dealers said. “I think after 
today's performance we should 
be set to make further gains," 
one dealer said. Industry buying 
was noted both in futures and 
options. 

Compiled from Reuters 


Row Ctosa Previous Hlgh/Low 



Ctoae 

Pravtoua 

Mgh/Low 

Jul 

023 

613 

826 810 

Sep 

COO 

648 

000 840 

Dec 

BOS 

684 

008 BOO 

Mar 

728 

717 

720 721 

May 

748 

737 

760 740 

Jul 

787 

767 

707 782 

8ep 

785 

777 

788 781 


Turnover 0047 (10335) Wa ot w tonnes 
tCCO Indicator prices (SDRs per tame). Dally 
prion tor Jun 7 78348 (804.84) to day overage 
(lor Jun s 734.39 (79X519 


Close Pravtoua regh/Low 


Jul 

542 

648 

542 838 

Sep 

367 

573 

687 662 

Nov 

589 

898 

689 585 

Jan 

60S 

818 

607 

Mar 

629 

636 

029 626 


Turnover; 1832 (1650) Ms of 5 tames 
ICO Indicator price* (US certs per pound) tor 
Jun 7 : Comp, daffy 85*1 (0881)- 16 day aver- 
age 6850 (6066) 

POT81BW - U rtcaTO C/tame 

Close Pravtoua Ffigh/Low 


Aug 1943)0 183.40 195.00 19000 

Oct 182JW 183X10 1B4JM 180.00 

Doc 191 XX) 194X0 187XX) 183X70 

Mar 181.80 182.00 18ZXX) 16000 

May 18S.40 183.80 184X10 183.00 

Aug 197 X)0 182.00 187.00 

Oct 197X10 192. 00 189.00 1B7.4P 

*bta Ci oaa Previous Hlgh/Low 

Aug 298X1 296.8 29 7XJ 291.5 

Oct 282.0 2815 281X1 2S8.0 

Dec 290.0 2988 

Mar 288.5 2688 

Turnover: Raw 780 (1811) Iota el 00 tames, 
mate 257 (i486) 

Rails- Yfhito fffir per tonne): Aug 1781. Oct 1872 

CBUPBOIL-Ipa S/barrai 

Latest Previous Mgh/Low 


Sep 

75.0 

75X3 

Mar 

1200 

119X1 

Apr 

1194 

1T7XJ 

May 

132.5 

125.0 


Turnover 328 (522] Ms cl 40 tames. 
SOYAM8AL - Ueta VOX 

pose Previous Mgh/Low 

Dec MOJO 140.00 140X10 
Turnover 25 (05) Ida at 20 tames. 


FHEMHT - Lon d o n POX 
dose Previous 


StO/lndes point 
Mgh/Low 


Jia 

16.10 

18 JW 

I860 1809 

Aug 

ia« 

IS. 77 

1870 1843 

Sep 

tars 

18.07 

180* 18.74 

Oct 

18.00 

18X33 

1813 1800 

Nov 

lata 

I 860 

1897 1812 

Dec 

1&30 

1BJ55 

1800 1830 

1PE index 

18.3U 

1842 




1818 

1605 

ISIS 1680 

Jb 

1485 

1443 

1486 1433 

Oct 

1664 

1645 

1664 1550 

Apr 

8F1 

1570 

1684 

1996 

1670 1570 


Turnover 14000 (183821 
0ASO8. - M 



Latest 

Pravtoua 

Htgh/Lew 

Jun 

172XB 

174X» 

17&00 171X0 

Jul 

>7825 

171.00 

172X6 17000 


172J6 

172X6 

17800 171.75 

Sap 

174J0 

174X10 

17800 174XB 

Oct 

177X5 

17875 

177XE 177.00 

Nov 

170X5 

17876 

17850 17800 

Dee 

1787E 

17850 

teoxs iTOxn 

Jan 


177 XX) 

177X0 177X10 

Bob 

17878 

173X0 

174X0 


Turnover 8872 (9367) Ms cl 


There w» only Wr demand Ififa area* 
reports (he Tea Broket*" A — wt a flon. Bright 
Dguoring teas end eokiwy mediums 
attracted support but at tower levels. Plainer 
descriptions were often 6p tower wHh some 
withdrawals. Central African toes declined 
by ip to 3ff. The low Ceyions rrallaed fully 
ftrm to dearer rales, onshore toes met more 
genoral competition and prices went about 
steady on previous levels. Quotaflorm; 
Quality 18Sp (170p). medium KKpfllOp) 
and low medium 74p (76p). 


Turnover 1ST (381) 

CHAIMS - London POX taotirw 

Wheel Ctoae Previous Hlgh/Low 

jUI I33XB 134JX) 134X0 1S&20 

Sop 112X56 113X0 1 12.75 

Nov 115X56 116.00 115.75 11555 

3 

Barfey Cto ae Prevkxn rtgWUm 

lap 111X30 111.10 111.00 

Nov 114.70 114.70 114.70 

Jan 117.90 11790 

Mar 120.75 120-75 

Turnover Wheat 115 (175), Barley 30 (73). 
Turnover Iota of 100 tamos. 

PUS -- London FOX (Cash Settlement) p/Vg 


LOW DOW —TAL CbCHAMOH 

Close Preview 

A tanta re o , 98J% portly (6 per tonne) 
Cash 12203 1231-3 

3 months T2S2-3 1283-4 

Capper, ttede A (E por tonne) 

Cash 1314-6 1318-8 

3 mortha 1323-4 1323-4 

Lead (E per tonne) 

Cosh 8266 321.5-30 

3 months 330-1 329-93 

Make 9 por towns) 

Cosh 8170-80 8125-46 

3 months 8giC6 8160-70 

Tin (5 par tame) 

Cash 671540 8746-05 

3 mortha 5796800 5820-30 

Ztao, Special Mtfi grade <$ par tame) 
Cash 1060-3 1082-4 

3 months 1060-1 1001-4 

USE Ckwteg 2/3 rale: 

span ijoboo s montrec i.o< 


(Prices euppBed by Amalgamated Metal Tradhig) 

Hlgh/Low AM ocndal Kerb ctoae Open hnarast 

Total daBy tanover 18,774 lota 

1221-2 

H55/1449 12634 1262-3 93887 tots 


CBUre 08- (Light) 42XKM US pane S/barrel 
Lataat Pravtoua Mgh/Low 


Chicago 


1318/1312 1312-3 

133871316 1322-3 


323/321 321.54X1 

330-5/328X5 326-7 


8100/0080 8000-100 

8220/8136 813645 


6700-10 
8800/5786 678040 


1061/1080 1059-60 

1084/1077 107940 


1262-3 92887 lots 

Total dally turnover 183B8 Wa 

13267 129.178 tola 

Total dally turnover 4,143 tots 

3204J 1SXW4 Iota 

Total dady tu/narer 1X705 tola 

8180400 13XM2 kta 

Total daBy turnover 2X712 lots 

570040 a,02i has 

Total daBy tanover 4,184 Idle 


Jb 

1808 

20X8 

2080 

TfllXS 

Aug 

20X6 

2030 

2084 

20X6 

Sep 

MM 

2061 

2048 

2023 

Oct 

2841 

2063 

2080 


Nov 

2883 

2071 

2067 

20X0 

Dec 

20X6 

20175 

2088 

2083 

Jan 

gpOO 

2087 

2005 

20X0 

Fob 

2046 

2060 

2082 

2046 

Mar 

2044 

20X4 

2044 

2043 

Apr 

2033 

2049 

20X3 

2033 


8 months: 1-6334 


9 months: 1 8220 


Jb 

Ctoae 

11SX 

Previous 

115.0 

Mgh/Low 

Nov 

117.0 

116.0 

1105 110.0 

Jan 

107X 

1005 

vir& vna 


Turnover 110 (Zb lob ot 3J250 kg 



Ciosn 

prov. 

fflgh 

Low 

VW 

bvbc 

13621 





Jun 

13840 

13800 

13140 

135X0 

106 

Jb 

136X0 

136X0 

136.70 

136X0 

75 

Sap 

137X0 

137.10 

137X0 

138.50 

50 

Doc 

138.70 

138X0 

138.70 

137X0 

36 

Mar 

13810 


13810 


£0 

Jug 

138X0 


138X0 


30 


(Prices supplied by HMJtathsotifld) 

Sold (tine oz) t price E equivalent 

Ctoae 372.70-37340 

Opening 387XKva07xn 

Morning Ox 367.60 210.996 

Afternoon fix 37240 228240 

Day's high 37SXIO-373AO 

Pay's low 368.804B7XX) 

Loco Lta Mean Sold Landtag Babe (ft U80) 

1 man'll SlEB 8 mo rt ha 5J6 

2 months 550 12 mortha 533 

3 mortha 544 

sararfts p/Bna at US eta equhr 

Spot 274.10 457.10 

3 months 2S1-T0 464.10 

8 months 26545 <71 XB 

12 mortha 30250 487 JO 


(prices supplied by Engelhard M atats) 

8 price C equivalent 

Krugerrand 372X5O473J0 2ZLSW24XX)' 

Maple M 380.00-381-00 22500-22560 

Naw Sovereign 88X164000 856664.00 


Atundrtf (80.75C) Cade Pub 

3trlko pries 8 tame Jul Sep Jul Sep 

1180 88 113 2 0 

1260 18 48 31 40 

1350 1 13 116 W8 

Pepper (ft edo A) CeBa PBB 

2100 114 122 7 42 

2200 44 68 37 87 

2300 11 34 103 151 

CoBae Jul S8p M Sep 

500 42 00 0 3 

550 8 31 14 IS 

toO 0 11 30 45 

Cocoa Jul Bap Jb Sop~ 

650 73 2 

600 25 65 28 7 

550 2 32 77 24 

BwrtCntda Jul Aug Jul Aug 

1850 P 

1900 32 E9 57 


New York 

oom too boy ozx Sftrey oa- 

Ctaee Pr o vta o s Hlgh/Low 


Jun 

373J 

38R3 

37SX 

37QX 

Jb 

374J 

307-8 

0 

0 

Aug 

37BX 

309-5 

377X 

3730 

Oct 

3881 

372.8 

381X 

3785 

Doc 

3889 

3786 

386X 

3906 

Feb 

3874 

380.0 

3010 

3380 

Apr 

3889 

3834 

3906 

3900 

Jun 

394X 

3889 

0 

0 

Aug 

3886 

3800 

3981 

3881 


lUBf BO troy oe; 6/troy oa. 

Ctoae Pravtoua Hgh/tow 

383X1 3823 0 0 

384X1 3850 v»o 

3855 387.3 3800 3850 

3824 381.7 384S 3020 

3859 3957 387X5 3650 

4050 3957 0 0 


ISJOPtroyogcbdaftioyoa. 
Ctoae Previous Htgb/Low 


Ctoae Previous 

454X5 4454 

4550 447X1 

4558 4457 

461X1 4558 

4750 4858 

472.4 4824 

478X5 4850 

4648 4749 

481 J) 4858 
487.7 487.3 


4650 469X1 

481-5 461X1 

0 0 

467 X) 457 X) 

4755 460.0 

473X) 4050 

4750 4750 

4850 484.0 

0 0 

0 0 


BOH GRADE COPKH 25000 Ibac oonbflbt 


HEATWO Ott. 42X100 US paBa, oentaflM pans 
Latest Pravtoua Mgh/Low 

Jut 0290 8379 5886 6290 

Aug S3M 8480 6480 6380 

Sep 6646 6620 5005 8649 

Oct 0886 6736 5726 5068 

Nov 6785 6840 6830 677S 

Dec 5860 8032 8926 6880 

Jan 8800 5S8S 6866 9000 

Fab 8016 SOSO 6075 6815 

Mar 8020 8070 8675 6820 

Apr 8446 8488 6490 6446 

COCOA 10 mnes#/lonnes 

Ctoae Previous Mgh/Low 

Jut 888 982 1015 888 

Sep 1024 1013 1041 1020 

Dee KBS 1055 1079 1005 

Mar 1100 1097 1120 1113 

Usy 1135 1129 1139 1135 

Jill 1103 1156 0 0 

Sep 1W1 1183 0 0 

Pec 1240 0 Q Q 

COPree "C" 37XB0B>e: conta/toe 

Poeo Previous Wgti/Low 

Jui 8555 8560 86X15 8540 

Sep 8730 87.70 8516 87.60 

Dec 91 XK 91X10 9125 9590 

Mar 94.00 84-15 04/40 94.00 

May 0BX» 0520 9525 0500 

Jul 9516 9515 0 0 

Sep 10515 mOO 0 0 

8UOAK WOMX> 11" HgjPOO tea; centa/lba 

Ogee Provtaug Mflh/Low 

Jul 585 BJ9 8L92 &6B 

Oct 514 520 528 503 

Mar 520 522 530 503 

May 531 530 534 8.28 

AS 540 8*41 0 0 

Oct SJO 558 Q 0 

COTTOH 35000; oeres/tos 

Pose Pravtoua Mgh/Low 

Jul 8595 8581 8720 - 8510 

Oct 7516 78JO 7529 7538 

DSC 74XM 7580 74.10 7523 

Mar 74J88 74X50 74.85 74£5 

May .7633 7500 752D 75.00 

JUI 7566 BLIP 75A0 7540 

ORANGE jura 16,000 Kaicanbftbe 

~ . Ctoae Previous High/Low 

Jul, 11&75 117.15 11528 : 11520. 

Sap 117.13 117.70 11580 11525 

Nov 117J00 117.10 117.78 11590 

Jan . 11540 11540 117.80 11528 

Mar 11578 -11550 117X0 11520 


8OTABCAN8 6X00 bu min; oenb/00B» buahei 
Close Pra vtoua WglULow 

Jul 572/4 803/4 SB3/0 571/ 

Aug 578/0 588/8 680ft) 575/ 

Sep 670/2 587/2 688/4 578/ 

Nov SB4/2 894/4 594/2 683/ 

Jan SOW 004/2 604/4 694/ 

Mar 006/0 814/4 815/0 605/ 

May 016ft) 323/4 623ft) 612/ 

Mi 310/4 328 <4 880/0 616* 

SOYABEAN 00. flQXUOnwcanarifr 



Close 

Previous 

Hlgh/Low 

Jb 

WX8 

2008 

2010 

Aug 

2008 

2024 

on 3n 

Bep 

2030 

2048 

2045 

Oct 

2043 

2002 


Dee 

20X0 

2083 

pops 

Jan 

2097 

21-05 

21.12 

Mar 

21-28 

2107 

21X0 

May 

21X5 

2108 

21X6 


.100 tons; S/tan 



Ctoae 

Pravtoua 

Hlgh/Low. 



Jb 

1720 

1783 

1783 

1720 

-- ' ~ 

Aug 

1730 

177.1 

T77X 

17313 


Sep 

174X 

1781 

1770 

174X 


Oat 

17S4 

178X 

177X 

1780 


Dec 

1774 

MM.6 

MLS 

1705 


Jan 

170X 

181J 

W0L5 

1781 

* u . 

Mar 

1800 

11823 

W1X 

WOO 


May 

16QX 

1830 

1810 

100-5 



MAIZE 6X00 bu min; cams/56ft bushel 
Oose Previous Hlgh/Low 


JU 

23018 

246 « 

245/9 

230/0 

•>> 

ftp 

24W 

247/8 

247/2 

208 

y ; ■.>* _ 

Doc 

248/4 

248 n 

248/2 

242/0 


Mar 

250/2 

260/0 

2SS/6 

20OftX 

■ ■“ * ■ 

May 

2S0H1 

281ft) 

260ft) 

234/2 

• 4 s yr 

Jb 

269/4 

200ft) 

285/2 

289/4 


Sap 

254ft) 

258/0 

290/4 

254/a 

T 

Dec 

283/0 

257/8 

257/0 

233/0 

.' W 


■WAT 6X00 bu mlit; centsAUb-faustMl 


Jb 

293ft) 

298ft) 

300<0 

282/4 <Si igbr 

Sap 


23 m 

303/4 

297ft) i 

Deo 

308/0 

31 UD 

313/8 

aorta J - 

Mar 

314/2 

317/0 

319/0 

314/0 2 

May 

towo 

311/0 

312ft) 

300ft) i - : 

Jb 

308/0 

300ft) 

307ft) 

305 A I .. 


LWB CATTLE 40X00 lbs; cantatbs 
Ota Previous HtgMLow 




- Jun 

74.15 

74^42 

74X0 

. *»g. 

7292 

72X6 

73X6 - 

Oct 

75.T7 

7817 

7846 

OK 

7822 

7812 

7847 

Fab 

76X0 

7860 

78X8 

. Affr 

7815 

7817 

7840 

. Jun 

7485 

7476 

74X6 


74.10 

72X0 . 

7SX7 V 
7510 
7570 
mts . 

74X0 


LWE DOBS 30X00 RKcents/lbe 



dose 

Pravtoua 

Mghftjoar 


Jbi 

80X5 

99X0 ' 

99-40 

9876 

Jb 

99X0 

99X0 

99L40 

9850 

Aug 

8810 

9850 

9826 

9800 

Set. 

07 JO 

96X0 

97X0 

9890 

Oct 

07X0 

97X0 

0 

0 

Nor 

06X5 

97X5 

0 

0 

Dec 

96X0 

96X9 

9870 

9800 

Jan 

88X0 

9850 

0 

0 

Feb 

SSuBO 

9810 

0 

0 

Mar 

8860 

95.73 

98X0 

flftfta 


Hanattfftoee: Baptamber 18 W31 ~ 10(8 
jun TO Jun 7 mrth ago yr ago 

17353 T739X 1723X5 ia^T~ 

p ew JOKES (Bqgm Dec. 3T 1974 =* 100) ~~~ 
Jun 7 Jung Mrth egg yr aga 

Spot mXH 12528 12536 131X8 

Futures 127X0 128.28 12573 132X56 



Ctoae 

'Pravtoua 

Wah/Lew 


Jun 

6872- 

5873 

67X6 

6880 

Jul 

64X2 

56X2 ' 

6640 

64X0 

Aug 

61X7 

oxn 

man 

51X6 

Oct 

48X2 

47X2 

47:10 

4875 

Dec 

47.13 

47 AS 

47X0 

47.13 

Feb 

4802 

40X5 . 

'47X0 

4879 

Apr 

46.16 

• 46X6 - 

4840 

4816 

Jun 

4806 

49X6 . 

0 ' 

48X2 


POAK BULKS 40X00 toCCOrtsOh 


Jul 

Ctoae 

37.17 

Previous 

6877 

Mgh/Low 

S&90 

57.10 

Aug 

54XS 

.5892 

56X0 . 

5400 

. Feb 

5835 

57X0 

57X5 

56X9 

Mar 

3800 

- 5620 

5860 

nano 

May 

55X6 

56X0 

0 

66X6 

Jb 

56X0 

56X0 

0 

SCAD 


A' 


J1Ss i 


I DON STOCK EXCHANGE 


Modest gains on base rate optimism 


FINANCIAL TIMES STOCK INDICES 


.. jffiTOBTS- V tliai ' 7 isage 
■ setttemente Jn-the.fiK uumov 
‘‘ vV. Vetoing iwhjstsy havefalten . 

. .j^^aoflrjevwar hflpes^ln-- 
: <■ - stocs nrajto yesterday 

' \j$at- base be rot 

:.V£ Fri£^8 .losm ? T>^» 

■ >& ^^rnning oat of support in late 
•- ^ , - .cdpalings when; Wall Street 


,^Base rate optimism* _whieh 


^ttie London nuHfey marketeer 
Vv... stock index fttttues, • was 
..Jtyelled by data from the Con- 
;V ;[ federation of British Industry 


Tanents to maiiuJacfcuriug had 
^Hen to S^ per cast in April, 
-.from- the avenge 8J. per cent, 
the first ,three months oYthe. 
,:^ear. .■.■.<-•-? 

?V.Wage settlements.- are 
.regarded as a tte’ key* factor 


Influencing prospects for fur- 
ther baseplate reductions. The 
CBT i^rat foebsed the stock 
. market's attention on pros- 
pects f«r the Retail Price Index 
for May, to . he announced on 
Friday.; 

: "Hie consensus in the City of 
Loudon is that the May figures 
-will show a fin in yearon year 
Inflation toiutnmd 5.9 pm* cent, 
and that the fell in wage settle- 
ments wffi^pen the way for a 
farther cut in OK base rates of 
at least half a point. 

■«5 


Index retrod 


[However, share prices 
started the day somewhat 
uncertainly following Wall 
Street's fell of IS Dow points 
ahead of the weekend. There 
-was no encouragement from 
-the FT-SE futures market, 
where the June contract traded 
at an effective discount to the 
underlying - cash market 
throughout the flflgrinn 
.. The market climbed slowly 
in response to an improvement 
in UK government bonds. At 
best, equities showed a gain of 
9.7 which put the Footsie at 
2J516. The shine was taken off 
the market later as Wall Street, 
still refusing to respond to 
apparently favourable employ- 
ment news on Friday, opened 
the new session with a loss of 
six Dow points. 

The final reading showed the 
FT-SE Index with a net gain of 
&6 at 2,5114, still floating in 


^session 

:inC&^ 

Stable. A' . Wireless '<C & W) 
"shares were again a turbulent 
^maticet; dosing id tm at 515p 
Idn turnover _of 1.6m, ahead of 
■"Thursday's r prelhnlnary flg- 
dres. These are expected to 
,J :show profits of about £600m, 

'■ compared with' last year's 
'~ £527m. The dividend is expec- 
v ted by the market to rise to I2p - 
■ from last year’s X8p^ - - 
‘ Also boosting the shares 
' were reports that the company 
may not have to pay. as much 
. to gain access to BTs tele-. 

6hone network as some had 
' believed. • 

The w w* inqt- 

‘ Week by rnmours that Wharf 
Holdings, one of the big Hong 
Kong groops^nay be conrider- 
ing set ting up a tafanmwa net- 
work in the territory to rival 
that of C & W. The latter 
derives some 60 per (sent of its 
income from Hong Kong. . 

Glaxo active 

Glaxo shares reversed direo 
pon in mid-session as the com- 
"yany issued a : statement 
playing down the promise of 
new applications for its cancer 
'drug ZoEran. also. known as 
ondansetron.. Much publicity 
' >as given yesterday to the 
V news from a conference in 
.7 Florence that ZoEran improved 
^memory -in the elderly and 
pefpedconta^ anxiety, . 

^... l^shmssroee ldbefisrethe : 
. , Company and analysts pointed 
out that the. most rigorous test- . 
... 4ng of the. drug was yet to 
' . come.. Furthermore, since 
‘ r approvals must he obtained for 
: '^different uses of tbedrug, ft. 
"'Will be at lrast, four, years. 
.. More Zdfran is used fin any- 
. , fliing other than the control of 
the sUfeeEfects ofcaneer treat. 
; : ment, for which it was 
approved this year; Glaxo ' 
ended a net 10 down at 1228p in 
good turnover. " 

Asda calm 

- The market showed no sur- 

- grise at news that Mr John 
. -Hardman bad resigned as 
_ chairman and chief executive 

i£ Asda, ibe. foods Jmd super- 
market' group, together with 
Btr Graham . Stow, boss of ■; 
Asda’s stores division. . 

Suggestfofcs of a boardroom 
split, have been in the market 

- - for several weeks, as have sug- 

gestions that .a predator has 
been acquiring shares In the 
group which has been bur- 
dened with debt since its pur- 
chase of a large, number of 
supennarimts fr^n the Safe- .. 


T : f >< A .-j** 

— I ? - 

n- . « - -'f a 



Pharmaceutical leaders marked time yesterday after the 
hfgrf snree in Hirii* io-numth bull mn. An rode* of the 
Footsie drugs stocks, Fisans, Glaxo, fhnitiiirHwA Beecham 
and Wellcome, shows how much the sector has outper- 
formed, especially in the last two weeks, 
ways group in 1889. which allowed for double 

- The shares moved- 2 W ghgr counting of buying ami sailing 


to lisp, following the news. 
Turnover was an. unremarka- 
ble 2.6m. The market was reas- 
sured by a profits and dividend 
fbrecastissued along with the 
rerignation of Mr Hardman, 
but there were suggestions in 
the market that-the group may 
need a rights issue In the 
mprihrm term. 

S pring Hum shares h eW up 
strongly during a frantic ses- 
sion which saw a series of big 
share sales, equivalent to more 
than 10 per cent of the equity, 
change hands in the market 
after the company’s chairman , 
and several directors and 
gronp officials, sold large lines 
of stock. 

Spring manufactures 
and distributes kitchens and 
other home improvements. The 
chairman and current directors 


orders, reaching 85m shares. 

Lex Sendee, the vehicle dis- 
tributor, rose 29 to 199p after 
flnnmmrtng the disposal of its 
North American electronics 
components businesses. Turn- 
over cli mbe d to an unusually 
high LSm shares. Lex is separ 
rately offering Its European 
electronic components busi- 
nesses for sale. 

Marketmakers and analysts 
welcomed the moves. Ms Sue 
Cox at UBS Phillips & Drew 
said that the two (teals would 
eliminate almost all of the 
group’s -debt. "They axe con- 
centrating on the business 
they do brat and strengthening 
the balance sheet.” She 
changed her recommendation 
from hold to buy. 

Under the North American 
transaction. Lex will receive 


sedd ibout28m sb^resi dealers $l06m (£6L2m) in cash and a 


said, while two former direc- 
tors disposed of a farther 14m 
shares at the same price. 

Dealers woe Impressed with 
the performance of Spring Ram 
.stock as the placing of the 
shares took place with a num- 
ber of institutions, carried out 
by Panmure .Gordon, Spring 
Barn’s broker. . 

' The shares held throughout 
the day at 105p, with turnover, 


one-third stake in Arrow Elec- 
tronics, the US company tak- 
ing over the Lex businesses. 

Switch recommendations 
instigated by two leading UK 
broking firms boosted Legal & 
General 5 to 420p but left Pru- 
dential 2 cheaper at 232p; the 
strength of the selling was evi- 
denced by the big turnover - 
7m shares - in Prudeatlal- 

Lasmo provided the main 


NEW HIGHS AND LOWS FOR 1991 


BOTWK'S MBS*: gB/nuNK. ape 1891. Treetl 
Kfec WB2, Yi-mb. 8po1982. Tram, looped 

Onv. laaCTram SpcB. 1882. HTJUMK I 

A 0-38AS QOVT. *TLO- KBIHS roun. 1 
Maxican Sra. TOOpc Ln. 2008. AM V 
(3» E«r*»*W- flant. OmtMrml H 
CMUUWlNStiaiMbMIEMfW. AmurH 
BmttlHi, Bm.Sk. Uooo+ol. Bk. Nora] 

. Send*. Cod. top. Bra*. Echo B«y W«w,r 
Oran0M BtpL, Hodeoo'B Bey. TorCkmi ■ 

era*, unkx masse. nnoMBBm \ 

Oooglra (RMl. OKHKAIATI) Csre ^y: 
totitap*. EngaPior4- Plyao. Q£Cnnc*L^ 

P5 ASM. control IteU. Dorobw protoo. 
jraujUyLSXctam. Wioleaala I 

MHEHHHB pq ju, trarat. sDunfBMS 
tMI Alrapwwj Fun, AHa-Laral B. BMpak._ 
FkbarPrHLnlBMBra; johoaon Ooraira*. ■ 
La Crwnt Horan*. WHBfeai«..Wo rthto||tei i 

(AA UatliltE 01 C rattoo Cocnara. TEC ULBt 

Min ilium i m i i in i to 
HogcU Do. ML, B=M Inc. Zkn> Ohr 
, Ejbkw Dual ton; GooraW OrtratoL Oramrta . 


Emrp. 10m. Indonesia Equity. Do. Wnrrtt.. 
Kara* Ubr, LiwDrax. Oflra Zero Pit. 
Praeton MU*.. HIT Cm ZJpc Cny. 2000, 
Tem p i ram Eimu Mtiak. Oo. Ipo Uu (MLS 
{!) Rmoer. NWS psj Anflto Anwr. Qold, 






Anglo Amer, Ainoteprau. Bealrlx. BoHelt. 
Central PradBo. Oee»cr H. DooUnton, ■ 
OrWonMn. EftGO. SlmnctoiMid. 

GoM FkrldS SA. HixMbMM. Klnron. K 
OfS him. & Helene. Southern Peofflo, 

Vaal Heete. Weftoov Wenran Araaa, Waatom 
OoepL 

NEW tOW W-H 

CANADtMiBflf Tton Pm* Tectl, Mm| 
fin Ai wha cher ( H). BSEWBU (1| Msrrydownl 
Wne, ■LCCTIDCAUI (Q PNoo. TracaHwd 
Coropa.. EwnazROta fij unrMd, ■ 
saasxsuu m CoM Dwrfaa (OV)ro»] 
QmMlner. Hamby. MSURAMCC (3J Arabral 
(AJQ. LBSWEp) HTV. Uarfara Dow. i 
PBBPtBtt (2) CanflKNSPC. TKISTS (*) 
Babcock Prebon, Caledonia. MetuBle I 
OOS P) Bmbarn. E*. Co. of Unieiana. Do.1 
A Ciw- Prt, PUUfTA-nom fl} Barton. 

MMEg m Monracfa Baa, North Weal E 



Changes at 

Conoco 

company 



~ Mk Bob McKeectotnnan - 
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r ' cmTOWPXLtetotoave 
Lon&m for ape»kir - 
appotafaximt atOmpcQ's 
worldwide p^n&hBi a 
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“ "Tobb. He. wSSj&jmt mxum 
-• duties as vice 

• refining and msifarin a lforih . 
AmericMti 17. 

be succeeded by Mr J. Mkdpri 

vice preakfent and gpnfyri . 
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'produrifon ferUdnoco, toe in . 
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• subsidiary of the Da Fuat 
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GROUP, the Scottish-based . 
electricsd retailer. He was 
£ffeviouslraffirectm-(rf London 
ami Edinburgh Trust . 
(Scotland) and Caledonian 
Land. 

■ Mr David Hollywood has 
been appointed a director of 
BRAMMER. Hie is'dhlef 
executive of Brammer’s ESE 
Rental Group. 

: m NATIONAL HOME LOANS 
HOLDINGS has appointed Mir 
Jonathan Percy as a 
nonexecutive director. Mr 
Perry is chairman and cMef 
executive of OgflvyAdaxns and 
Reinshart and prludpal <rf 
Perry ft Associates. 

■ Mr Robert L. Barday. Mr . 
IanCLDtafeklirKriihJ. 

Earthrawland MrMattiiew 

Scales have beemne executive 
tfinriiw nn thp board of 
ENGLISH AND AMERICAN 
GROUP. 

■ Mr Peter GreensmUh has 

. taken over as chief executive 
of HALL & WOQBHQUSE 
take-tbome divisfoii. Mr . 

. GreeDsmah has Md a dumber 

of marketing and sales 

directorships fnduding • 
Caznpbdls Frozen Foods. Food 


Brian McCann as director of 
corporate development 

responsible tor implementing 
the group’s future strategy 
for growth. He was formeriy 
with GEC Alsthom. 
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Brewery) and Cow and 


il MrCofinGrant has been 
.made ifamicfat controller of.-.. 
OFFICE WORKSTATIONS,:. , 

Hejotos fromRodime’s 

Boca Baton, 


' ■ AMEC has appointed Mr 


a WIMPEY CONSTRUCTION 
has appointed Mr Allan 9*^ , 
(pictured) an executive director 
with overall resousibiliiy for 
the company In bath the Ltm- 
don and Eastern regions. He 
was , previously a regional 
director,- based In Loudon. Mr 
Mike Godfrey takes on Mr 
Htdgh’s responsibilities fez the 
London region. 

■ Mr Paul Adatns and Mr 
James Bemblszewski are to 
join the board of 
BRITISH- AMERICAN 
TOBACCO CO (BATCo), the 
UK-based tobacco subsidiary " 
o£ BJLT. Industries. Mr Adams 
Joins the board in July asa 
territorial director responsible 
for the Far East' and Australia. 
Mr Rembiszewski joins the 
board to August as marketing' 


the nriddTA of its latest trading 
range. Trading volume was 
unexciting at 373.1m shares 
against 39EL8m in the previous 
session; both totals were dis- 
missed bluntly as “unprofita- 
ble" by a dealer at one of the 
leading' UK-based securities 
houses. 

Equity strategists took a 
cautious view of yesterday’s 
' spate of base rate optimism. 
Political pressures for a rate 
cot have been Increased by the 
poor showing of the Conserva- 
tive government to public opin- 
ion polls which continued Last 
weekend to put the Labour 
opposition party' to a signifi- 
cant lead. 

But the response yesterday 
from interest rate-orientated 
stocks was modest. Property 
stocks improved, but often in 
response to corporate develop- 
ments, while among the lead- 


excitement in the oil sector, 
responding to suggestions of 
immin ent good news from the 
group's Pine discovery ln the 
Birch area of the North Sea. 
Several analysts are increas- 
ingly optimistic about the cur- 
rent testing. 

Ms Angela Burns at County 
NatWest said Pine could be a 
potential SO to 75m-barrel field, 
worth between 22p to 34p a 
share to Lasmo. Stacies of good 
news from the Birch field have 
been circulating to the market 
for some two weeks. 

Unilever lost ground in a 
renewed spate of talk that the 
company would a large 
acquisition, perhaps in the US. 
The shares fell 11 to 744p to 
light trading. 

The Electricity Package 
dipped 5 to £2137 after some 
determined selling pressure, 
but the power generators held 
up well, supported by keen 
demand from one of the lead- 
ing UK integrated securities 
houses. Water stocks revived 
as dealers took the view that a 
general election this autumn is 
now unlikely. 

The Water Package, where 
tr ading ceases on July 12 and 
where marketmakers are 
increasingly unhappy to take 
on the less marketable constit- 
uents of the unit, dropped a 
further 25 to £2900. 

The Footsie stocks in the 
water sector made good prog- 
ress, with An glian 2 firmer at 
296p, Thames 3 harder at 301p 
and North West, helped by a 
good weekend press, the same 
amount up at 288p. 

The latest set of traffic sta- 
tistics underpinned British 
Airways. Levels in May contin- 
ued a trend of steady recovery 
since February. The shares 
added 3 at 432p. 

Elga, the water purification 
specialist, added 2 at 98p after 
revealing full year profits 22 
per cent ahead at £L3m. 

A split order to buy property 
sector leaders MEPC and Land 
Securities left their shares 9 
better at 485p and 10 higher at 
513p respectively. 

The increased offer for Frog- 
more Estates from hostile bid- 
der Southend Properties was 
not unexpected. The former’s 
shares leapt momentarily to 
335p but ended the day with a 
gain of only 4 at 319p. South- 
end eased 2 to 88p. The new 
offer is worth about 350p a 
share. 

Full year figures from Brit- 
ish Land pleased the market 
The company's net asset value 
of 406p a stone contributed to a 
rise of 8 to 2Slp to the shares. 

Continuing gloom in the 
London office market left 
estate agency Savills 5 off at 
43p. 

Press comment on Seed 
International, in the wake of 
last week’s results, helped the 
shares add 11 at 414p, making 
ft one of the better performers 


director and territorial director 
for a number of BATCo’s 
European companies. Mr 
Adams is vice president 
responsible for marketing and 
business development Mr 
Rembdszewski is director, 
market development, for 
Jacobs SuchartL 

■ Sir Christopher Tngendhat, 

- former chairman of the Civil 

Aviation Au thori ty, is to join 
the board of EUROTUNNEL. 

■ Mr David Dodd has been 
modi* chief executive of IFF 
(INTERNATIONAL FERRY 
FREIGHT), the pan-European 
container operator in the 
specialised dry-bulk field. 
Previously he was European 
customer service and 

development manager with 
ICTs chemical and ploymers 
operations, based in Belgium. 

■. ERA TECHNOLOGY has 
appointed Dr Shiraz Adatia 
to the new post of director of 
technology. His main task will 
be to.assess all new, relevant 
technological opportunities 
as they arise in order to 
determine whether, when or 
how they should be integrated 
into the company. 

■ Mr William 3. Clark has 
become director of cor porate 
fmanpft with PIC EUROPE. 

He was previously head of 
corporate finance with 
rflwmtefll Bank. T nndon. PIC 
Europe was established in 
London in 1985 to develop 
investment opportunities in 
the UK and Europe on behalf 
of its parent. The Prudential 
Insurance Go of America. 


tog retail groups, gains to 
share prices were unconvinc- 
ing. 

The broader range of blue 
chip issues benefited from 
firmness to the US dollar, to 
which much of their pawiiVigB 
are measured. However, Glaxo 
gave back a little of its recent 
gains while ICI, still waiting 
for the next move by potential 
predator Hanson, added only a 
few pence. 

There was ready support for 
several special situations, nota- 
bly a placing of just over 10 per 
cent of the equity of Spring 
Ram, the home improvements 
company; the shares were 
placed, unusually, at a small 
premium to the market price, 
and taken up smartly by a 
range of the fund managers 
who have been so unwilling to 
trade in the open stock market 
in recent weeks. 
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to the FT-SE 100 Index. Maga- 
zine publisher Emap firmed 3 
to 227p after posting full year 
profits down 19 per cent at 
£81m. 

The market gave the thumbs 
up to Unigate’s preliminary 
figures which were accompan- 
ied by news of the sales of a 
number of peripheral busi- 
nesses. At the close. Unigate 
shares were 12 higher at 2fflp. 

■ Other market statistics, 
including the FT-Actuaries 
Share Indices and London 
Traded Options, Page 24. 


EQUITY FUTURES AND OPTIONS TRADING 


It was a quiet session ln 
derivatives which gave little 
support to the base rate opti- 
mism which inspired the 
underlying equity markets. 
The June future contract on 
the FT-SE Index traded at a 
small discount to fair value - 
the level estimated by market 
men to allow for dividend 
flows and financing costs over 
the period involved; traded 
options saw only one signifi- 
cant trade in the Footsie 
option and produced few fea- 


tures among the individual 
stock option trades. 

The futures saw little busi- 
ness before lunchtime despite 
the favourable reception in 
equities to a Confederation of 
British Industry report that 
some wage settlements in the 
UK were falling sharply. 

The FT-SE June futures 
remained at a small discount 
to its fair value calculation of 
six points above the underly- 
ing Index. A few institutional 
buyers appeared late in the 


session but this had little 
effect on the Footsie which 
was still at a discount at the 
close. 

On the London Traded 
Options Market, turnover 
dipped to 16,880 contracts 
from Friday’s 21,062, with the 
FT-SE returning 3*488 against 
53223. The Euro FT-SE topped 
the actives list after James 
Capel sold around 1,500 
December 2625 calls and 
bonght a similar number of 
December 2525 puts. 
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NOTICE TO THE HOLDERS OF THE 
500.000 WARRANTS SGA SOC1ETE GENERALE 
ACCEPTANCE N.V. ISSUED ON JULY 5, 1990 TO 
ACQUIRE ORDINARY SHARES IN 
COLGATE-PALMOLIVE COMPANY 

Notice is hereby given pursuant to Condition 7 of the 
Terms and Conditions of the Warrants that the following 
adjustments are made, effective as of 22nd may 1991, as a 
result of a 2 for 1 split of the common stock of 
Colgate-Palmolive Company. 

The number of shares relating to each warrant, initially 
fixed at one share Colgate-Palmolive per warrant. Is 
adjusted to two shares Colgate-Palmolive per warrant and 
the exercice of one warrant will entitle a warrant holder to 
purchase two common shares Colgate-Palmolive upon 
payment of the Denominated Amount 
of USD 57,375 per warrant 

THE WARRANT AGENT, 

SOCIETE GENERALE ALSAQENNE DE BANQUE 
LUXEMBOURG BRANCH 

CAL BWESTMENTS LIMITED 

■CNooiarTHeBKiMin/wnmjMtMiTnOflRYUtinB) 

INVESTMENT MANAGEMENT IN FOREIGN EXCHANGE 
AND FINANCIAL FUTURES 
CAU-Mtn raH!SOft ON TEL: 071 7902233 RAX: 071 7801321 


BARCLAYS 

HOME 

MORTGAGE 

RATE 

Barclays Bank PLC announces that 
on and after 1st July 1991, 
Barclays Home Mortgage Rate will 
be reduced from 13.2% to 
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Gold & Silver to rally? 
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;ii-t Analv^i-- Ltd. 7 S'wnllo’.v Stn.-c t, t.ondon 
W1R7HD 


CT r nTP pg CALFunmiLtd 

FU V JRES Windsor House 

AND 50 Victoria Sam 

FOREIGN EXCHANGE 

Til; 071-799 2233 
24 HOUR COVERAGE ffn-m H2I 


127 % 


per annum 


BARCLAYS 


hiMWied br Bndbqi Brak PLC, Rtf. No. 1026167. 

Rq^and inEm had.Reg.O«c 0 ;54 Uo*^ Stmt, Lm** EC3P 3AH. 



































































































































































































































































































































































































































































FT MANAGED FUNDS SERVICE 


> Current Unit Trust prices ere available on FT Cityline. Calls charged at *5p per minute p?b k 
and 34p rtf peak. Inc VAT. To obtain your free unit Trust Code Booklet ring (071) 925-2128. 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


FINANCIAL TIMES TUESDAY JUN~£ It lfo 

MONEY MARKET FUNDS 


FOREIGN EXCHANGES 

Intervention halts dollar 


FINANCIAL FUTURES AND OPTIONS 


UFFE IONS SLT FUTURES BRUSH 
BUM Mbit UK 


CONCERTED intervention by 
central banks brought the US 
dollar’s recent upsurge to a 
halt yesterday. 

The immediate cause of the 
dollar's advance was the larg- 

er-than -expected rise in toy 
employment, reported on Fri- 
day. For the first time in just 
under a year, non-tann payroll 
employment rose, prompting 
hopes that the economic down- 
turn may be at an end. 

Supported by encouraging 
noises on the economy and on 
interest rates from Federal 
Bank governors, the currency 
markets are now anticipating 
an increase in dollar asset pur- 
chases by international fund 
managers. . 

However, any hopes that Fri- 
day's rally would continue was 
quashed early on yesterday as 
the Bank of Japan sold around 
5200m for yen. This was fol- 
lowed when European markets 
opened with selling by at least 
eight central banks. 

One unusual feature of the 
intervention was that the cen- 
tral banks were not exclusively 
selling dollars for Deutsche- 
marks. “This shows the inter- 
vention was more concerned 
with dollar strength than 
D-Mark weakness.” said Mr 
David Cocker of Chemical 
Bank. 

But the central banks did 
not succeed in driving the dol- 
lar much below Friday’s clos- 

£ IN NEW YORK 


ing levels. Many currency ana- 
lysts say the next key level 

against the D-Mark is 
DM1.7840. last touched six 
weeks ago. 

With buyers willing to step 
in if the dollar slips back, the 
US currency appears to be well 
supported before another 
important set of economic sta- 
tistics. May US producer prices 
released on Thursday will give 
an indication on whether infla- 
tionary pressures have been 
contained, while on Friday 
industrial production and 

capacity utilisation figures for 
May will be studied for further 
confirmation of economic 
recovery. 

Hie dollar closed yesterday 
at DM1.7700 from DML7715; at 
SFrl.5120 from SFrl.5180; at 
FFr5.9925 from FFr53975. The 
dollar's index rose to 67.7, up 
03. 

Speculation about a reduc- 
tion in Japanese interest rates 
and toe decline in Tokyo share 


prices weakened the yen. Econ- 
omists believe a cut in Japa- 
nese rates is possible later this 
month as the monetary author- 
ities respond to slower eco- 
nomic conditions. The dollar 
closed higher at Y141.90 
against Y140-3O. 

Talk that the Bundesbank 
may raise interest rates at its 
policy-setting council meeting 
on Thursday bolstered the 
D-Mark, particularly against 
the yen. However, with rates 
across Europe still Calling and 
the German economy showing 
signs of slowing, economists 
believe an early rise in German 
rates is unlikely. 

Sterling was slightly lower 
as speculation grew about a 
cut in interest rates later this 
week. Sterling closed lower at 
81.6700 from $1.6715; at 
DM2.9550 from DM2.9600; at 
FFr10.0075 from FFr100250; but 
rose to Y23535 from Y23430. 
Sterling’s index closed 0.1 
lower at 903. 
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MONEY MARKETS 


Rate hopes grow 


LONDON MONEY market 
rates eased yesterday as hopes 
began to grow that interest 
rates may soon be cut by a 
further '4 percentage point to 
11 percent. 

The greatest optimism over 
lower rates was in the futures 
market, where the pit and 
short sterling contracts posted 
modest gains. In the money 
markets, there was a slight 
easing in rates, but dealers 
remained cautious. 

UK debt futures took support 
from the latest Confederation 
of British Industry survey 

UK deartai Bank base femBog rate 
11.5 per cent 
Iron May 24. 19SF1 


noting that pay settlements in 
manufacturing industry were 
showing their biggest decline 
for more than a decade. 

The slower rise in wage 
settlements encouraged some 
City economists to believe that 
there now is a greater chance 
of interest rates being cut later 
this week. The government has 
stressed that further 
reductions in rates are 
dependent upon an easing in 
inflationary pressures. 

May’s inflation figures will 
be published on Friday and the 
annual retail price index is 
expected to decline to 5.9 per 
cent from 6.4 per cent This 
could be the opportunity for an 


easing of monetary policy 
without undermining sterling’s 
position within the Exchange 
Rate Mechanism, say some 
economists. 

Gilt futures finished nearly 
Vi point higher, while June 
short sterling was up 4 points 
at 88.91 or discounting an 
almost Yt point cut in rates by 
the end of thia mo nth. 

Money market dealers were 
less certain about the 
prospects for an early rate cut. 
The Rank of England's signal 
last Friday that it did not want 
a softening in rates still weighs 
on sentiment. More good 
economic news is needed 
before the market becomes 
convinced that rates could be 
cut, particularly with German 
rates hardening. 

In the cash market 
yesterday, rates were softer, 
with three-months money 
down £ point at 11&-A per cent 
Twelve months money shed A 
point to lOfftt per cent. 

The Bank of England was 
able to meet the market's 
liquidity needs without rates 
coming under pressure. The 
forecast shortage of £1.05bn 
was met with an injection of 
£i-49bn by way of Treasury bill 
purchases. 

In New York the Federal 
Reserve, as expected, injected 
S2bn into the US money 
markets using customer 
repurchase agreements. 
Federal funds at the tima of 
toe operations were unchanged 
at 5% per cent 
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MONEY RATES 


Treasury Bills and Bonds 
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COMPANY NOTICES LEGAL NOTICES 


LONDON MONEY RATES 
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INVESTMENT'S N.V. 

US S8LOOBDOO GUARANTEED HjOWINS 
RRIE NOTES 1992 

The Ineorast rate eppOrable to the aboee 
Notas hi raapact arttw te montti ponod 
commencing Uth Jim 1991 ha* been 
Fbadstewxparannuni. • ■ 
Thamterartamoixapng(DUSS33J6 
per US S1000 principal amount ollha 
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Oeeomber 1991 aganst prosonWIon M 
Coupon Hd. IS. 

BANK LBJMI TRtST OO OF NEW YORK 
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bank leumi >miApn® 


THE ROYAL BANK OF CANADA 
U.S. $300,000:000 Flowing FWts 
Dobomtire Notes due 2095 
NOTICE IS HEREBY GFVEN that for 
the Interest Period commondna on 12tfi 
June, 1891, the Notes will bear 
intsnesr at the rate of SK»% par 
annum. The Interest payable on T2tH 
September. 1991 again* Coupon 
No. 22 will ba US. S1M6 per 
UASlflOOnominaL 

Agere 8ank 

ROYAL BANK OF CANADA 
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ART GALLERIES 
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ACROSS 

1 Flaw produced when mak- 
ing piece from tin (12) 

10 Prefer being in residence 
with particular type (7) 

11 Look round corner for part 
of an office <7) 

12 Old mate takes a long time 
to rejoice (5) 

13 Keep pickle or jam (8) 

L5 Miserable day at canteen 
gate ( 10 ) 

16 Bare Tory sportsman (4) 

18 One provided by endless 
unity (4) 

20 Stupefying liquid from loch 
or at sea (10) 

22 Letting fall in pond, grip 
having slackened (8) 

24 Lett to acquire or gain 
knowledge (5) 

26 Bruiting? No, I carol (7) 

27 Dancing tango, is one 
engaged in a struggle? (7) 

28 We hear exposttress, teach- 
ing incorrectly ( 12 ) 


DOWN 

2 Wandering, tramping, pen- 
niless (7) 

3 Demanding ■ executive 
playing op (8j 

4 Paid a price for provender 
(4). 

5 Bond, or one hired to kill? 
(Mft- 


6 Din cushioned is protecting 

ear bone (5) , 

7 Indifferent to time in ner- 
vous condition (7) 

8 Cornucopian purse, distrib- 
uted in profusion (13) 

9 I end in doubt, end uncer- 
tain (13) 

14 Mac, unceremoniously 
hung, in East Lewis, per- 
haps (7-3) 

17 Mere space, said to be the 
site of misspent youth .(4,4) 

18 Iconolatxy is <M, rm recol- i. 

lecting (7) . 

21 Here’s a novelty - pub's 
lacking cheers (7) . .. 

23 Couples in Park, perhaps (5) 

26 Folk song erase —there's 
nothing to ft (4) 1 
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Volume sinks 
as Gulf parade 
seizes attention 


WaH Street 

SHARE PRICES idled in a oar- 
row range yesterday morning 
in an unusually quiet session, 
as a large number of market 
participants took time off from 
trading to watch the huge 
ticker tape parade for Gulf war 
heroes which passed by Wall 
Street around midday, writes 
Patrick Harverson in New York. 

At 1.30 pm the Dow Jones 
Industrial Average was 2.91 
higher at 2.979.65. The more 
broadly based Standard & 
Poor’s 500 was slightly weaker, 
down 0.59 at 378.84 at 1 pm, 
while the Nasdaq composite 
fell L96 to 49858. Turnover on 
the New York Stock Exchange 
was exceptionally light, reach- 
ing 76m shares by 1 pm. 
Declines outnumbered rises by 
900 to 548. 

Among individual stocks 
Unisys slipped $% to 84 on the 
news that the computer com- 
pany is expected to pay $190m 
to settle a Pentagon fraud case. 
It was also revealed that Uni- 
sys plans to sell its Timeplex 
unit for $207m. 

The news that General 
Motors' European division bad 
reported a rise in the car- 
maker's share of the European 
market to 12.1 per cent in the 
first four months of 1991, 
against 11.1 per cent in 1990, 
gave the stock an early boost. 
Bat the shares dropped back 
with the market, and by early 
afternoon were trading down 
$tt at $41 ’A. 

Other carmakers were also 
weaker at midsession, with 
Chrysler down t'A at $13% and 
Ford $% lower at $34%. All 
three stocks had been bought 
actively in recent weeks on the 
hopes that earnings would 
recover quickly as the econ- 
omy moved out of recession. 

Procter & Gamble rose $% to 
$83 on the news that Mr B Jur- 
gen Hintz, the company's vice 
president, is resigning and that 
a reorganisation of its domestic 
businesses will be undertaken 
as a result. 

Occidental climbed $% to $22 
on reports that China is willing 
to buy out the oil company’s 
stake in the $75Gzn An Tai Ban 
coal mine. 


Volvo takes the limelight as Continent 


First Interstate slipped $% to 
$37% in active trading after the 
banking group told investors 
last week that a slowdown in 
earnings and scrutiny by bank 
examiners would lead to a 
review of dividend policy. 

Live Entertainment, the 
music distributor, jumped $1% 
to $11% on the news that it is 
willing to negotiate some form 
of business link with Carolco 
Pictures, up $% at $7%. 

IBM rose $% to SI 02 'A on 
turnover of %m shares on 
reports that the company is in 
talks with Apple Computer 
about establishing a technol- 
ogy alliance. Apple shares 
were up $% at $46% in active 
trading on the over-the-counter 
market 

Elsewhere on the secondary 
market Xoma slumped $5% to 
$22% on volume of 2m shares 
as the market anticipated what 
might be an unfavourable 
review of its Xomazyme CD5 
Plus drug from the Food and 
Ding Administration panel. 

In the retail sector Rose’s 
Stores advanced $% to $3% 
after the company said it had 
reached an agreement with 
lenders for an $82m working 
capital facility. A profits warn- 
ing from Citation Insurance 
prompted a $2% drop in the 
share price to $8%. The insurer 
said that its second-quarter 
results were likely to be below 
market expectations. 

Canada 

THERE WAS a slight fall in 
Toronto share prices by mid- 
day in moderate trading, as 
many investors took profits 
after last week's sharp gains. 
The gold sector showed 
strength, after bullion futures 
jumped. 

The composite index lost 10.6 
to 3,571.6. Declines led 
advances 90 to 84 on volume of 
14.9m shares. Among gold 
shares. Placer Dome rose C$% 
to C$15%. American Barrick 
finned C$% to CS25V4, Hemlo 
Gold added C$% to C$10% and 
Cambior gained CS% to C$10 %. 

Canadian Pacific eased C$% 
to C$19%. The company said 
that It would cut its quarterly 
dividend to 16 cents a share 
from 23 cents. 


THE CONTINENT started the 
week on an easier note as mar- 
kets consolidated recent gains. 
No official prices were set in 
Milan, owing to a one-day 
strike by stockbrokers protest- 
ing at planned reforms. Lisbon 
was shut for a holiday, writes 
Our Market s Staff. 

STOCKHOLM moved lower, 
with the exception of Volvo, 
which saw its free B shares 
rise SKrQ to SKr353, near its 
year's high. The car company 
is due to present its new 800 
models today. 

Analysts said the share, 
which has been recommended 
by several brokers in the last 
month, had been sought by 
international investors seeking 
recovery plays. The Affars- 
varlden General index fell 3.4 
to 1,128.1 in turnover of 
SKr303m, down from SKr45Gm. 

The market was weaker in 
line with other bourses. But 
analysts said that it had been 
underpinned by the prospect of 
an early inflow of cash, after 
the Swiss-based Tetra Pak said 
that it now had 95.4 per cent of 
the shares - with 97.7 per cent 
of the votes - in Alfa-Laval, 
the dairy equipment manufac- 
turer. Last month the Euro- 
pean Commission lifted its sus- 
pension on Tetra Pak's 
SKrlGbn bid for Alfa Laval- 

Free B shares in Perstorp fell 

ASIA PACIFIC 


Share price and Index rebased 
180 
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Stxjfca: PMaafroam 

SKrlO to SKr230 in limited 
trading, after the chemicals 
and surface materials group 
reported a 39 per cent decline 
in pre-tax profits for the eight 
month s to the end of April. 

FRANKFURT lost impetus, 
volume felling from DM&9bn 
to DM5.4bn. Sentiment was 
weakened by a united Ger- 
many trade gap of DML4bn in 
April, the first deficit since 
August 1981, after a March sur- 
plus Of IWfl flhn 

There was an argument later 
that the April trade gap 
reflects the strength in Ger- 
man demand and weakness 
elsewhere in Europe. Equities 
staged an intraday recovery 


and the DAK index closed only 
4.72 lower at 1,70192 after a 
low of 1,69382, and a fell of 389 
to 71126 in Die FAZ at midses- 
sion. 

However, the trade figures 
did not enhance the prospect 
for interest rates, and the bond 
market continued to edge 
lower with the Bundesbank's 
average bond yield rising from 
8.48 to 8.49 per cent. Bank 
shares, in consequence, were 
relatively weak, with Bayer- 
ische Vereinsbank DM6 lower 
at DM39880. According to Mr 
Christopher Davis, banking 
analyst at Barclays de Zoete 
Wedd, the two big Bavarian 
banks have a lot at mortgage 
business, and are notably sen- 
sitive to interest rates. 

Utilities, another interest 
rate-sensitive sector, were also 
relatively weak, led down by a 
DM3 fell to DM36580 in Veba. 

The good news, once again, 
came from electricals and 


steels. Electricals have been 
relatively weak this year, but 
yesterday Varta rose DM5 to 
DM351 and Siemens put on 
another DM4.40 to DM66190 in 
turnover of DMl.l8bn. a 
remarkable 22 per cent of the 
day's total business. 

Steels were led by Thyssen. 
DM580 better at DM240 after 
favourable reports from UK 
analysts. Among smaller com- 
panies the baby food maker, 
Altana, was prominent again, 
rising DM1280 to DM592 for a 
two-day gain of DM3L 

p arts ended lower after 
moving within a narrow, eight- 
point range, as investors con- 
tinued to rue the absence of an 
interest rate cut. The CAC 40 
index fell 686 to 1,84685 in 
modest turnover, after Friday's 
moderate FFr2-04bn. 

Suez, the fin ancial holding 
company, edged up 60 centimes 
to FFr360.40, while UAP, the 
state-controlled insurer, shed 


FFr12 to FFr556. Bothgroups 
were said to be d iscu ssing a 
reshuffle of their holdings in 
Victoire, the insurer. 

- SCoa's active streak contin- 
ued, as it fell FFrLTO or 58 per 
cent on profit-taking to close at 
FFr27.60, with 727,200 shares 
traded. The trading house had 
risen 38 per cent between May 
28 and last Friday. 

EH Aquitaine was steady at 
FFr373. The company said it 

plannotl tO fSSUB UP tO Sm OCW 

shares at FFr348 each. 

MADRID rose in moderate 
turnover similar to Friday's 
Ptai5.3bn. The general index 
gained L03 to 28585 as inves- 
tors anticipated tomorrow's 
inflation figure for May, which 
is expected to be flat or rise by 
up to 0.4 percentage points.'. 

Banco Santander, which 
announced a Pte40bn convert- 
ible bond issue, rose PfelO to 
Pta5800. ' 

in the utility sector, H^drola 
and Eberduero, the merger part- 
ners which were requoted on 
Friday, were active, with the 
former rising Pta4 to Pfe586 os 
L9m shares, and the latter 
recouping Pta3 of Friday's 
Pta38 toss to close at Ptafi97 on 
683,003 shares. 

Construction stocks were 
firm, with Urtris rising Pta75 or ' 
4.1 per cent to Ptal<890. 

ZURICH eased fought vol- 


ume. rhe Credit Suisse- index 
losing 2.1 to 547.3. Adia. the 
. employment agency company, 
saw its hearers fell SFr20 to 
■SFtfOO aJtis it forecast lower 
1991 profits and a sharply 
reduced, or wen passed, divi- 
dend payment for the year. 

Ciba-Gdgy topped the active 
Bst ds its registered shares feU 
SJWQ to SF&65Q, In spite of 
talk- from --dealers of buying 
interest on the firm dollar. 

OSLO -eased overall, but 
banking shares rose after the 
finance ministry said that it 
would allow tax-free invest- 
ments of some business profits 
in the sector. , „ 

• -The all-share index fell 2 .< ■ 
to 517.16, but the bank index 
gained 4.68 or 68 per cent to 
79L57 in moderate turnover o* 
NKr232m. Den norske Bank 
rose NKr78 to NKr838. 

BRUSSELS closed mixed in 
quiet trading. The Bel20 index 
Slipped 5.48 to U78.83 in mod- 
est turnover of BFrS98m. 

Growing fears of higher 
interest rates sent Eteetrabel. 
the electricity utility, down 
BFr25 to BFr4.500 in the most 
active trading of the day. 

Amsterdam closed slightly 
higher thanks to a stronger 
dollar, after drifting through a 
dull session. The CBS Ten- 
dency index finished 0.2 up at . 
94.9. 


Nikkei falls 1.7% as yen eases and interest rates rise 


Tokyo 

A SHARP fell in the yen, firm 
short-term interest rates, fears 
of arbitrage-related and 
rumours of a large speculative 
group's bankruptcy shaved 1.7 
per cent off the Nikkei average 
yesterday, writes Entika Tern- 
zono in Tokyo. 

The Nikkei ended 436.73 
down at the day's low of 
2489888, felling through a psy- 
chological support line of 
24,800. the 200-day moving 
average. The Index opened at 
the day's high of 25,00188. 

Volume fell to 200m shares 
from 250m. Losses over- 
whelmed gains by 836 to 119. 
with 153 issues unchanged. 
The Topix index of all first-sec- 
tion stocks fell 1387 to 385384 
but, in London tr ailing , the 
ISE/NIkkei 50 index rose 0.47 to 
dose at 1407.07. 


The yen closed Y1.7B weaker 
against the dollar at Y14L17. 
wiping out hopes of monetary 
easing by the central h ank. 
Hie unsecured overnight call 
rate finned to 889 per «mt, 

“There seem to be no posi- 
tive incentives in the 
and volumes are expected to be 
low for the next three or four 
days,” said Ms Caroline Stone 
at Barclays de Zoete Wedd. Mr 
Dan Kerrigan at County Nat- 
West pointed out, however, 
that investors were not panick- 
ing and some were waiting to 
buy at lower levels. “The limit 
on the downside should be 
about 24800," be said. 

Speculative stocks fell on 
rumours of a leading specula- 
tor’s bankruptcy, with debts 
totalling about YraObn. Hon- 
shu Paper fell Y60 to Y1.070 
and Janome Sewing Machine 
lost Y25 tO Y785. 

Nippon Telegraph and Tele- 


UK counters weaker US and Japan 


MARKETS IN PERSPECTIVE 
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By Antonia Sharpe 


A STEADY performance 
in the UK helped limit 
the impact of Wall 
Street and Tokyo on the FT- 
Actuaries World Index last 
week. The index fell 1.7 per 
cent, although excluding the 
US or Japan, it fen 18 and 18 
per cent respectively. Exclu- 
ding the UK, it would have 
lost L9 per cart. 

A reassessment was on the 
cards after Wall Street scaled 
new heights last week, and 
many European bourses 
attained new highs for 1991. 
“A pause in the global equity 
market advance can be expec- 
ted,” says Goldman Sachs 
International. The broker 
warns that equities worldwide 
have moved ahead of bonds 
and that, in the US and Japan, 
shares are now overvalued 
against bonds. 

However, it says that 
Europe appears undervalued 
relative to the US. "The Euro- 
pean dividend yield is about 20 
per cent above the US dividend 
yield while, historically, the 
yields have been essentially 
comparable,’' the broker says. 
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The near-term outlook for 
Japan, which fell 28 per cent 
on low volume last week, is 
uninspiring. ^The expiration 
of the June futures contract 
will result in the market 
remaining depressed this 
week. Investors will be 
unlikely to buy aggressively 
until the potential of large 
index-related selling disap- 
pears," says Nomura Interna- 
tional. 

The week's best performer 
was Mexico, which rose 38 per 
cent in local currency terms, 
in heavy volnme of about 
$185m a day as local Investors 
bought bank shares ahead of 
the privatisation of state- 
owned institutions. Foreign- 
ers, who are prohibited from 
buying bank shares, commit- 
ted new funds to the balsa last 
week, encouraged by progress 
on the North American Free 
Trade Agreement One analyst 
warns that there is a fine bal- 
ance betwee n the fresh inflow 
from abroad and profit-taking 
by existing foreign investors. 

New Zealand saw the week’s 
greatest fall, losing 4.2 per 
cent on Friday’s news of a big 
rights Issue from Carter Holt 
Harvey, a market leader. 


phone fell Y5.000 to the year’s 
low of Y87&000. Interest rate- 
sensitive, large-capital issues 
fell on the diminishing pros- 
pects of an interest rate cut 
Nippon Steel retreated Y10 to 
Y431, fellmg for the sixth con- 
aecutive session, while NKK 
lost Y6 to Y399, below its sup- 
port level of Y40Q. 

Construction issues fell on 
selling by investment trusts. 
Shimizu shed Y40 to Y1880 and 
Obayashi dropped Y30 to 
Y1.Q50. 

Electric machineries also 
lost ground, with Pioneer Elec- 
tronic losing Y40 to the year’s 
low of Y3870. Traders said that 
investm en t trusts were replac- 
ing electrical issues with over- 
the-counter stocks. Sony fell 
Y140 to Y5J980. 

Japan Steel Works, the most 
active issue of the day. fell Y23 
to Y815. Investors who had 
bought the issue in short-term 


t rading were seen liquidating 

their holdings 

Kyndenko, the electric 
cables and wires company, was 
unchanged at Y2,49Q. The issue 
hail risen to an ail-time high of 
Y2JS20 on Friday on a brisk 
paming K forecast, thanks to 
capital investment by electrical 
power companies. 

In Osaka the OSE average 
fen 11183 to 2787682 on vol- 
ume of 23m shares, down from 
27m. Nintendo, the video game 
maker, set a new low for the 
year, losing Y300 to Y12,800. 

Roundup 

PACIFIC RIM markets eased 
yesterday, with the notable 
exception of New Zealand 
which recouped part of Fri- 
day’s sharp losses. Australia 
was closed for the Queen’s 
Birthday. 

SINGAPORE followed inter- 


national markets lower. The 
Straits Times Twringtriai index, 
fell 2056 to 182982 in volume 
of 3im shares, down from 38m. 

U1C, which was requoted 
after Friday’s suspension, fell 7 
cents to S$1.19 m the day’s 
most active trading of S8Sm 
shares. The stock exchange has 
rejected the property compa- 
ny's plans for a rights issue. 

NEW ZEALAND firmed in 
quiet trading, as investors 
awaited the details, due today, 
of the Telecom Corp flotation. 
The Barclays index rose 485 to 
1.44880 in thin trading worth 
NZ$5.6m, down from NZ$158m. 

. Carter Holt Harvey, which 
dropped 23 cents on Friday on 
news of a rights issue, regained 
4 cents to NZ$1.56. 

HONG KONG feB but fin- 
ished above its day’s low. The 
Hang Seng Index lost 1688 to 
sftgi-ip in the lightest turn - . 
over since late January of 


BUSINESSES FOR SALE 


Ayala Abbott & Butters Limited 

(in Administrative Receivership) 

The Joint Administrative Receivers offer for sale as a going concern the 
business and assets of Ayala Abbott & Butters Limited, an established, 
prestige Interior design end refurbishment contractor specialising in 
the design, construction and fitting out of luxury leisure and 
commercial facilities. 

Principal features include: 

■ Domestic and international contracts. 

■' Highly skilled craftsmen and designers. 

■ Experienced contract management team. 

■ Blue-Chip’ client base. 

■ Purpose built freehold premises - approximately 20800 sq ft 

■ Turnover 90/91 £10m. 

■ Production In-house through an associated company. 

For further information contact the Joint Administrative Receiver, 
Martin Page, KPMG Peat Marwick. Holland Court, The Close, 

Norwich, NRf 40Y. Tel: (0003) 620461 Fax: (0603) 623078 . 




Corporate Recovery 


HK$787m. down from HKSlbn. 

MANILA was depressed after 
the fell in Philippine Long Dis- 
tance Telephone’s (PLDTj 
share price in New York on 
Friday. The composite index 
lost 1088 to 1,146.54. and PLOT 
shed 780 pesos to 60280 pesos. 

JAKARTA also declined, 
with tiie index falling 4.65 to 
391.93, while TAIWAN’S 
weighted index dropped 61.5S 
to 585283 in moderate turn- 
over of T$4L7bn, down from 
Saturday’s TS49bn. 

SOUTH AFRICA 

A HIGHER bullion price lifted 
Johannesburg gold shares yes- 
terday. The all-gold Index rose 
64 or 4.7 per cent to a year’s 
high of 1,417, and the industri- 
als added 2 to a record 3,684. 
Yaal Reefs gained RIO to R233 
and Sovaal rose R7 to R95. 


CITY BASED 
FINANCE 
HOUSE 

specializing in Second 
Mortgage business 
requires circa £7* million | 
additional funds to 
capitalize on improving 
trading background. 
Control available on 
suitable terms. 

WriU Bmx 08723 Fm*mU Tima, 
On* StMdknmk Bridge, 

L**dm ■ SBM9RL 


FOR SALE IRELAND 

Long established Coach Busi- 
ness. Full Older Book. 1991 & 
1992. Year Round Fleet utilisa- 
tion. Modem Fleet, High-line 
Coaches & Midi-Coaches St 
Luxury Mini-Buses’. 3 5- vehicle 
Fleet. Premier Tourist Con- 
tracts. Executive Corporate ' 
Contracts. Blue Chip Industrial 
Staff contracts. Premier Airline . 
Contracts Large Private Hire 
Client base. Modern Garage, . 
2-Acre site. All facilities 
in-house. High- margins. Owner 
retiring. 

Write Box H8766, Financial ’ 
Tunes, One Southwark Bridge. 
LONDON. SEI 9HL 
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CASH RICH TAX LOSS CO FOR SALE 
HOMEWORKER OPERATION, 100+ staff can be 
retained or substituted by your own. Suit Market 
Research. Direct Marketing fulfilment etc. Very low cost 
per hour. Ideal for open minds. 

Write Box H8761, Financial Times, One Southwark 
Bridge, LONDON. SEI 9HL 


OFFICE EQUIPMENT 


LARGE CORPORATION 
CLOSES SEVERAL 
PRESTIGIOUS BRANCHES 

• 525 Desks, Executive, Clerical 
and Secretarial 

• Three Conference Tables 

• Over 1,000 Chairs 

• Filing Cahinets/Cupboards etc etc 

• Partitions. Solid and Glazed, also 
Free Standing Screens 

• Magnificent Bleached Wood and 
Glass Dining Table with Eight 
Matching Chairs 

• Professional Sunbed 

Tel: 081 549 9339 




(In Receivership) 

The Joint MmMstralto Raeetaus ofiar lor safe fte busfosss and assets of a 
spadafcl plastic englnoflrirg and Injecfon maiding company, axnprisSng: 

• £18 iriBon per annum tenner 

• Sue chip coopany customer base 

• 15JXB sq ft production fac»y and office space a$acert to Leeda®adftxd 

Airport 

« Rflifiure and equipment 

For Utter detfs contort fln Joint AdmUssafiw Rrodvan M J Moore and C 
J Hughes (quoting referents Suistan) at Code Gu^, 5 AUm Place. Leeds LSI 

6JP, Telephone 0532 457332, Fax 0532 434567 
<**0+h w+ m * dhammm4CoapmSl4im4 
tMotatbrl»MMi«CtaMllmMnta in BMtnd 
«■* Me to emf to tamtam itahM 
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Manufacturers braced for 
turbulent future; Wider 
focus on jumbos - Page 2 
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Television coverage of \ 

war puts arms on show ^ 

in living-rooms — Page 4 
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is having to adjust to 


■ a slump in both its 

commercial and defence sectors. 
Paul Betts looks at prospects after 
cuts in defence spending and the 


recession and concludes that the 


outlook continues to be bleak 


On a wing 
and a prayer 


THE superimposition of the 
Gulf war, economic recession 
and the decline in government 
defence spending has left the 
aerospace industry in a state of 
shock as it assembles this 
week for the Paris Air Show, 
its biggest showcase. 

For the first time in its 
highly cyclical history, the 
industry has been forced to 
adjust to a dump in both its 
commercial and defence sec*' 
tors. For the first time too, 
there are no signs that the 
recovery in the commercial 
side win be as swift and sharp 
as after previous downturns. 
The outlook looks even bleaker 
for defence companies since 
the Gulf war has done little to 
alter the underlying trend of 
long-term reductions in gov* 
eminent defiance expenditures. 

The Gulf war is expected to 
lead to some changes in 
defence priorities, but these 
are unlikely to arrest the over- 
all decline of the defence sec- 
tor. The emphasis is now likely 
to be placed on more flexible 
weapons and greater battlefield 
mobility. The Gulf war was 
also a proving ground for 
smart weapons and stealth 
technology - one of the suc- 
cesses was the Lockheed F117A 
stealth aircraft, which is expec- 
ted to be on display at this 



week’s show in Paris. 

The Gulf war had a devastat- 
ing efiect on the airline indus- 
try. Even before hostilities in 
the Middle East, airlines were 
already under pressure 
because of the combination, of 
high fixel prices and the eco- 
nomic downturn in many west- 
ern markets depressing air 
traveL But the Gulf war at the 
beginning of this year trig- 
gered, in the words cd Mr Bern- 
ard Attali, the Air France 
chairman, “the worst crisis in 
the airline industry since the 
Second World War”. 

Airline profits have been 
savaged. Even strong carriers 
such as BA, American Airlines, 
and Lufthansa, are operating 
under severe strain. Airlines 
lost a total of $2bn in the first 
quarter of this year when traf- 
fic collapsed by around 25 per 
cent compared with file year 
before. The post-Gulf war 
recovery in air travel has been 
patchy. The industry does not 
expect any sustained recovery 
until much later this year or 
early next year at best 

The financial problems of 
airlines has accelerated the 
general trend of consolidation 
in the industry. Weaker carri- 
ers are fighting for survival; 
some, like Pan American or 
Continental Airlines in the US, 


The nn Airbus A340 long-distance airliner, now being assembled at Toulouse, wflJ fly lor the first time In October 


have been forced to seek pro- 
tection from creditors by filing 
under Chapter 11 of the US 
bankruptcy law; others, like 
Air Europe and Eastern, have 
ravnapflpH altogether . 

In turn, these problems have 
fed through to afritne suppliers 
in the aerospace industry, 
already struggling to adjust to 
the reductions in government 
defence spending following the 
end of the Cold War. Aero-en- 
gine manufacturers such as 
Rolls-Royce, General Electric 
and Platt A Whitney have been 
among the first to be fait Their 
revenues from the sale of spare 
parts to airlineg have fatten 


sharply as carriers fly less and 
aircraft are grounded. The air- 
frame manufacturers, despite 
their bulging backlog of air- 
craft orders, are also worried. 
“The longer the malaise 
occurs, the higher the risk,” 
acknowledges Mr Frank 
Shrontz, the chairman of Boe- 
ing; the world’s biggest manu- 
facturer of commercial jets. 

But Boeing, like the rest of 
the industry, remains confi- 
dent over the kmg-tenn growth 
prospects for the commercial 
sit fe of the business. T am cau- 
tiously optimistic we will 
weather this period in rela- 
tively good shape. There win 


be no boom in the coming few 
years; but in the next 15 years 
we are in a robust growth 
industry,” Mr Shreoiz says. 

hi its laftw* marttw* outlook 
- regarded by many as the 
industry’s “Mble” - Boeing 
expect s . &850 new commercial 
aircraft worth $6l7bn to be 
delivered to aMme s dining the 
next 15 years. Even though air 
travel growth could be as low 
as 1 per cent this year, Boeing 
is forecasting afr travel growth 
to average &2 per cent a year 
between now and 2005. 

On the demand s id e , ahting* 
will require a total of $42Shn 
w o rth of new aircraft to meet 


the expected growth in air 
travel over the next 15 yearn 
On the supply side, another, 
$200tm worth of new aircraft 
will also he required by air-, 
lines to replace the older Jets; 

Airbus, Boeing's Eunipei _ 
commercial aircraft rival, also 
shares this long -term i 
Mr Jean Pierson, the 
managing director, says 
expects some 12,300 airc 
worth $680hn to be delivered 
the world's airlines bet 
now and 2010. 

Althou gh there is _ . 
that commercial aerospace wf 
continue to show Ion 
growth, the problem 


| commitments. With the bank- 
ing industry showing little 
3 enthusiasm for a ircr af t finance 
~ing. the manufacturers are 
Steely to b aye to help finance 
new aircraft sales much more. 
Mr Shrontz of Boeing believes 
commercial aircraft remain 
attractive high value assets. 
But he also acknowledges the 
market win ultimately deter- 
mine what nde manufacturer s 
will play in future aircraft fin- 
aucxng. 

wwiMiiriiitjivn of the air- 
line industry coupled with the 
sector’s financial prohtems-has 
heightened : the already 
cut-throat competition in the 
ctvfl market In turn, tills has 
brought to a head again the 
" five-year-old dispute between 
the US a nd th e E urop e an Cam- 
' J mfegfon over government sub- 
sidies for A&bus. The US has 
complained that Airbus has 
3 been unfairly subsidised, by 
' European governments. Now 
that the European consortium 
has reached maturity and 
achieved last year Its first 
operating surplus In fts 20-year 
history, the US feds the time 
has come to end Airbus subsi- 
dies. “Enough is enough*!, says 
Mr Shrontz. - 
After the latest round of 
« negotiations between- the US 
and the EC faded to produce a 
satisfactory compromise, the 
tJS decided to file a complaint 
with tiie subsidies co mm itt e e 
of the General Agreement on 
Tariffs and Trade^Gait) 
against the German govern- 
ment’s exchange rate support 
scheme for Daimler-Benz, the 
German partner.. in Airbus. 
Washington is how planning to 
fife a second and much broader 
complaint in the Gait against 
direct government subsidies 
for new Airbus p rogra mm es. 

Airbus and the EG have 
rejected the charges and com- 

plainAiT that TTB TWmtifachnt »rp 

have long benefited foam indi- 
rect government support Brus- 
sels recently made dear t hat 
“no effort will be spared to 
itofenH the le g i ti ma te interests 
of the Ccanmuntty in tins sec- 
tor”. Mr Pieraon has also 
suggested the ; latest - US 

rmafcang ht a gateat Airbus Coin- 
cides with the increasing suc- 
cess of the European consor- 
tium to increase its market 
share. • 
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The commercial airline industry is going through its worst crisis in 40 years, writes Paul Betts 

i manufacturers are braced for a turbulent future 


THE commercial airline 
industry is going through its 
worst crisis in 40 years. But in 
spite of the severe difficulties 
of the airline business, the 
commercial aircraft makers 
remain confident that longer- 
term growth will continue to 
he vigorous in the civil jet mar- 
ket. 

“The financial position of 
airlines remains bleak.” con- 
ceded Mr Frank Shrontz, the 
chairman of Boeing, the 
world's biggest manufacturer 
of commercial jets. “But we 
continue to see growth in air 
travel in the longer term.” he 
added. 

In its latest forecast of the 
civil aircraft market, Boeing 
expects a total of 8.850 new air- 
craft worth $817bn to be deliv- 
ered to airlines during the next 
15 years. This is about 360 
fewer aircraft and S13bn less 
than the Seattle company was 
forecasting last year. 

Airbus, Boeing's European 
rival, also shares Boeing’s opti- 
mistic view of the industry’s 
longer-term prospects. Mr Jean 
Pierson, the Airbus managing 
director, recently said Airbus 
was sticking to its forecast that 
air traffic worldwide would 


grow by more than 5 per cent a 
year during the next 20 years. 
“This means that by 2010 some 
12,300 aircraft could have been 
delivered to the world's air- 
lines. This is worth a stagger- 
ing $680 bn worth of business of 
which Airbus firmly intends to 
capture over a third." he said. 

But in the short term, the 

three leading manufacturers - 
Boeing, Airbus and McDonnell 
Douglas - have all braced 
themselves for turbulence in 
the market. Strapped for cash, 
many of their airline custom- 
ers have asked for new jet 
deliveries to be deferred. Some 
airlines have dropped some 
options on new aircraft orders. 
Others, in dire financial diffi- 
culties, risk cancelling firm 
orders. 

As a late cycle business, 
aerospace has traditionally felt 
the impact of recession and 
recovery several months after 
other sectors. This implies that 
even If air travel does pick up 
later this year, the manufactur- 
ers are still likely to feel well 
into next year the repercus- 
sions of the Gulf war travel 
slump compounded by the eco- 
nomic recession in many 
important western markets. 
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Frank Shrontz: bleak financial position for airlines 


In spite of the uncertainties 
and immediate pressures, Boe- 
ing expects air travel growth to 
average 5.2 per cent a year dur- 
ing the next 15 years. Aircraft 
worth $423bn will be required 
to meet this growth. On the 
more pessimistic assumption 
that travel growth could 
shrink to 4.5 per cent or even 
3.5 per cent a year, new air- 
craft demand could then fall to 
$330bn or as low as $237bn. 

But this does not include the 
large demand for replacement 
aircraft, which is expected to 
remain firm whatever the 
depth of the crisis. Between 
now and 2005, some 3,300 to 
6,500 older aircraft will be 
retired, according to Boeing. 
Following the surge of the 
1960s in jet deliveries, Boeing 
expects retirements of old air- 
craft to average 350 a year 
between now and 1995. 

After that, retirements will 
be lower averaging 270 jets a 
year because fewer aircraft 
were delivered during the 
recessionary periods of the 
1970s. 


The manufacturers acknowl- 
edge that the rate of new air- 
craft orders will decline 
sharply during the next three 
years from the records of the 
past few years. Indeed, with air 
travel growth averaging more 
than 7 per cent a year during 
the 1980s, new aircraft orders 
reached a peak of $96bn in 
1989. The manufacturers won a 
further S81bn worth of new jet 
orders last year. 

In volume terms, the past 
three years saw airlines and 
aircraft leasing companies 
ordering more than 1,000 new 
jets a year. Now, the industry 
expects orders to tumble to 
around 200-300 new jets a year 
between 1993 and 1995. Even 
without the present recession- 
ary environment, new orders 
were bound to drop from their 
peaks of the late 1980s. 

However, while new jet 
orders are expected to fall the 
industry sees total deliveries of 
new aircraft staying relatively 
stable at around 600-700 jets a 
year. In its forecast, Boeing 
expects new aircraft deliveries 
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to peak at around 855 jets 
worth more than $50bn this 
year compared with 664 jet 
deliveries worth about $40bn 
last year. Boeing subsequently 
sees deliveries averaging about 
600 aircraft worth $41bn a year 
during the next 15 years. Air- 
bus also believes orders will 
pick up Again in 1995, reaching 
a peak of 800 jets a year at the 
end of the decade. 

In contrast to the optimistic 
longer-term view of the large 
aerospace manufacturers, the 
financial community has 
turned increasingly bearish in 
recent months about the indus- 
try's prospects. They are con- 
cerned that the recovery this 
time round will not be as sharp 
as in previous cyclical upturns. 

Many analy sts now aigUfl that 

there is nothing a utomatic nor 
inevitable about a strong 
recovery in air travel in the 
short term at least. 

With most airlines reporting 
large financial losses and some 
of the weakest ones being 
forced out of business, there is 
growing concern about the 
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future financing of new air- 
craft purchases. The capital 
sums required are enormous 
and the availability of credit 
for aircraft financi n g tight- 
ened dramatically in the last 
few months. Banks, which 
nnrw eothlJSSd about hmrilng tO 
the commercial aircraft indus- 
try, are now showing growing 
reluctance to finance big air- 
craft deals. 


Mr Shrontz of Boeing agreed 
that the industry had entered 
an inevitable period of adjust- 
ment “But the demand for air 
travel is out there, and I think 
finanring will be a vailable to 
meet the requirements,” he 
emphasised. The pace of con- 
solidation would accelerate in 
the airline business, and for 
Boeing that was not necessar- 
ily a bad thing. Indeed, Mr 


Shrontz suggested the industry 
as a whole would be better off 
with fewer and stronger air- 
lines which could compete effi- 
ciently rather than with a host 
of smaller, weaker players. In 
any event, what really mat- 
tered at the end of the day for 
Boeing and the rest of the 
industry “is people travelling 
pu d filling aircraft seats”, the 

TWring chairman remarked. 


World commercial jet deliveries & average aircraft size 
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Programmes for large commercial aircraft 


A much wider focus for 
new jumbo-sized jets 


AT BOEING'S vast Renton 
complex outside Seattle there 
is a new life-size mock-up of 
the company's latest offering: 
the 777 wide-bodied twin-en- 
gined airliner. Behind the con- 
ventional mock-up used to 
show airline customers the 
interior of the new aircraft, 
there is a much more interest- 
ing mock-up. 

It consists of a mock-up of 
the interior of not only the 777, 
but of the Boeing aircraft’s 
main rivals: the Airbus A330/ 
A340 and the McDonnell Doug- 
las MD-11. Potential customers 
first enter the 777 fuselage 
then walk into the MD-ll and 
finally into the A330/340. As 
they walk down the mock-up’s 
aisle, they cannot help noticing 
that the fuselage becomes 
steadily narrower. 

Hie Boeing mock-up reflects 
the intense competition 
between the three leading com- 
mercial aircraft manufacturers 
to woo airlines to select their 
new wide-bodied jets. All three 
are betting heavily on this new 
market which they expect will 
account for an increasing 
share of the overall commer- 
cial airliner market during the 
next 10 to 15 years. 

Of the three, Boeing, the 
world’s largest manufacturer 
of commercial jets, mitered the 
race for the wide-bodied mar- 
ket last The Seattle group only 
launched its new $3bn-$4bn 
programme to develop the 777 
last October after clinching a 
big launch order from United 
Airlines followed two months 
later by another order from All 
Nippon Airways (ANA). By 
contrast, McDonnell Douglas is 
already delivering to its cus- 
tomers its new MD-11 threeen- 
gined jet and the new Airbus 
A340 will make its maiden 
flight next October with Luft- 
hansa taf ring delivery of the 
first aircraft next year. 

“If you are late than the 
others, you have to have some- 
thing extra to offer,” said a 
Boeing official during a visit of 
the 777 mock-ups. Tve never 
been worried about not being 
first in the market,” added Mr 
Philip Condi t, the head of the 
777 programme. “It's more 
important to get the right prod- 
uct You are talking about a 
very long product cycle and 
the first couple of years are not 
crucial” he explained. 

Boeing believes its new air- 
craft will eventually have a big 
impact on the market. Mr 
Frank Shrontz, the company’s 
chairman, conceded that the 
company was disappointed not 
to have won more initial orders 
for the new aircraft. This 
largely reflected, the state of 
the airline market with carri- 
ers reluctant to take on heavy 
new co mmit ments at this 
stage. Airlines, he said, were 
still uncertain about the tim- 
ing and strength of the post- 
Golf war recovery in air travel 

But in the longer term, Boe- 
ing and its two rivals expect 
the market for larger aircraft 
to predominate. In its latest 
market outlook, Boeing says 85 


per cent of all aircraft seats 
delivered between 1996 and 
2005 will involve airliners with 
more than 170 seats. In the 
shorter term, airlines will also 
be seeking to replace older air- 
craft like the McDonnell Doug- 
las DC10 or the Lockheed L1011 
with new aircraft such as the 
777, the A330/A340 and the 
MD-LL 

Apart from the steady 
growth of long-distance air 
travel larger aircraft are also 
regarded as providing an 
important solution to the prob- 
lems of congestion at busy air- 
ports. Many leading airports 
are already full and it win take 
several years before the neces- 


stretch the initial version of 
the 777 to increase its capacity 
from between 375-400 passen- 
gers to 415-440 passengers. 

McDonnell Douglas is 
actively seeking partners to 
develop a bigger version of the 
MDll called the MD-12X. For 
its part, Airbus is soon expec- 
ted to launch the development 
of a stretched version of its 
A 330, its new twin-engined 
wide-bodied jet which is part of 
the same programme as the 
A34Q, its four-engined sister 
aircraft. The Airbus executive 
board has already approved 
this year additional studies on 
new versions of the A330 and 
the A340. The developments 
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Artist's Impression of (he planned Boeing 777 



a ary investments are com- 
pleted to expand airport capac- 
ity. Even then, these new 
investments are widely expec- 
ted to lag the general growth 
in air travel demand during 
the next 10 years. Larger air- 
craft will thus become an 
increasingly significant part of 
afritna fleets. 

Moreover, the new larger 
jets being developed are all 
breaking new ground in tech- 
nology and aircraft manufac- 
turing. Boeing is now following 
Airbus in introducing “fly-by- 
wire" computer controls for 
the primary and secondary 
control systems for the 777. 
Boeing is also offering an 
option to buy the 777 with fold- 
ing wing tips by adapting mili- 
tary aircraft technology. The 
idea is to enable airlines to use 
the 777 with its longer wing at 
the same crowded airport gates 
used by DC-10 and L1011 jets. 

All these different aircraft 
also form pari; of developing 
families of airiiTwt which wfll 
lead to sew larger derivatives 
of the 777, the A330/A340 and 
the MDll. Boeing, for exam- 
ple, is already planning to 


include longer-range versions 
of the two sister aircraft 

Mr Jean Pierson, the Airbus 
chairman, has also indicated 
that the European consortium 
is now considering challenging 
Boeing’s well-established domi- 
nance of the jumbo jet market 
by developing an extra large 
airliner, the so-called A350. 
“Over the horizon, by the year 
2000, with the 700-seater plus 
aircraft which we are studying 
presently, we will be taking 
them (Boeing) head-on in this 
market segment,” Mr Pierson 
said in a recent lecture. 

But Boeing also has plans to 
build an even larger 747 jumbo 
to consolidate its position. “We 
expect a good opportunity to 
emerge for the development of 
a bigger 747 for 600-700 passen- 
gers,” Boeing's Mr Comfit said, 
adding that the Seattle group 
had already started work, on 
drawings for an even bigger 
jumbo. At the end of the day 
these second-generation pro- 
grammes to build even larger 
airliners will be dictated by the 
market place. 

. Paul Betts 
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In six months, international airlines have lost about $4bn, says Paul Betts 

Pan Am is symbol of brutal times 


STANLEY KUBRICK, the 
American film director, pre- 
dicted in his remarkable sci- 
ence fiction film “2001: A Space 
Odyssey” that Pan Am would 
be miming in 10 years' time a 
regular space shuttle service. 

His prediction is unlikely to 
be realised. Far from operating 
such an avant-gard service, 
Pan Am is fighting for its life 
and has recently abandoned its 
lucrative London-Heathrow 
routes, which it sold this year 
for $290m to United Airlines. 

Once a proud symbol of suc- 
cess in international aviation. 
Pan Am has become one of the 
principal victims of the crisis 
afflicting the world airline 
industry. It is among four US 
carriers which have sought 
protection from its creditors 
under Chapter 11 of the US 
bankruptcy code. More than 
any other airline, Pan Am has 
come to symbolise the brutal 
recession which has hit the 
industry during the past six 
months. 

The International Air Trans- 
port Association (IATA) and its 
200 member airlines have 
described the situation as “the 
worst crisis in civil aviation 
since the Second World War”. 
In the past six months, interna- 
tional airlines have lost a total 
of about $4bn. Even though 
there are signs of a pick-up in 
airiine traffic, expectations of a 
sharp recovery similar to those 
which followed previous down- 
turns r emain slim. 

No other industry has been 
savaged so fast by the com- 


bined effects of the Gulf con- 
flict and the economic reces- 
sion in several leading western 
markets. During the Gulf war, 
airlines flew half-empty air- 
craft around the world. They 
are not expecting any radical 
improvement until later this 
year. Sir Colin Marshall. Brit- 
ish Airways’ chief executive, 
recently warned there was not 
much possibility of returning 
to pre-Gulf war traffic levels 
before this autumn. 

The industry is now expect- 
ing passenger air travel 
demand to grow by around 1 to 
3 per cent at best this year 
compared with last year. 
Before the Gulf war, the fore- 
cast was for around 7 per cent 

The crisis has prompted 
sweeping restructures and job 
losses in the industry. Airlines 
have been forced to cut capital 
costs, deferred new aircraft 
deliveries, reduced flight fre- 
quencies and suspended 
unprofitable routes. To lure 
passengers back to their air- 
craft, airlines are now engaged 
in a fierce fares war. This is 
likely to put further pressure 
on already depressed margins. 

Airlines have also been 
clamouring for government 
support to help them weather 
the storm. In Europe, carriers 
have asked the European Com- 
mission to intervene by reduc- 
ing red tape to give airlines 
greater flexibility to change 
fares and reducecapadty. They 
are also anxious to halt any 
new EC regulations which 
could farther increase their 


costs. But although the Com- 
mission has responded sympa- 
thetically to the industry's 
plight, it has made dear it will 
not abandon its airiine liberal- 
isation programme designed to 
inject greater competition in 
European skies. 

The dire financial state of 
several carriers in the US has 
also prompted the American 
authorities to adopt a more 
flexible approach to the contro- 
versial question of foreign 
investment in the industry. 
The US government has now 
agreed to allow foreigns to 
hold unlimi ted debt and up to 
49 per cent of the equity of a 
US carrier, although foreign 
investors are still restricted to 
25 per cent of a US carrier’s 
voting stock. 

The crisis is also accelerat- 
ing the trend toward greater 
concentration in the industry. 
In the US, most industry ana- 
lysts believe only three or pos- 
sibly four airlines have a guar- 
anteed future. The stronger 
will become stronger while the 
weaker will either be absorbed 
by the stronger carriers or dis- 
appear. At the beginning of the 
crisis, Mr Jean Pierson, the 
chairman of the Airbus aircraft 
consortium, warned: “Many 
airlines will go into a state of 
coma; those already in a coma 
will be liquidated.” 

Concentration has also con- 
tinued in Europe. Air France, 
for example, has absorbed Air 
Inter and UTA, two other 
French carriers, while BA is 
steel seeking to forge a strate- 


THE commercial aerospace 
industry has been shaken in 
recent months by an increas- 
ingly acrimonious contest for 
dominance in the regional and 
commuter aircraft market. 

Although this market is set 
to grow during the next 10 
years with the development of 
regional and commuter airline 
services, its size is unlikely to 
be large enough to accommo- 
date all the contestants. 

Competition is already fierce 
in the large airliner market 
where there are only three 
players: Boeing and McDonnell 
Douglas in the US and the Air- 
bus consortium in Europe. By 
contrast, there are many more 
competitors in the regional and 
commuter jet business vying 
for a viable slice of a smaller 
market Moreover, Boeing and 
McDonnell Douglas are also 
present at the upper end of the 
market with their smaller 
B-737 and MD80 jets. 

But while the Industry had 
been expecting a greater 
degree of concentration and 
rationalisation, the last few 
months have seen more pro- 
jects appear on the market 
The competition has been par- 
ticularly intense in the 80-seat 
to 130-seat regional jet market 
segment with most of the lead- 
ing European aircraft manufac- 
turers developing new aircraft 
or larger derivatives of their 
existing product ranges. 

Recent market studies have 


The regional jet market 

An acrimonious 
fight for 
dominance 


identified a requirement of 
between 2,000 and 2,800 new 
aircraft in the 80- to 130-seat 
range over the next 10 years. 
But this is regarded as still not 
large enough to provide a suffi- 
cient volume of business for 
the different manufacturers in 
this crowded market 

Moreover, the present battle 
over the ISOseater airliner now 
risks splitting Europe’s aero- 
space industry down the mid- 
dle and Imposing additional 
strains on the Airbus consor- 
tium. At the root of the prob- 
lem is the ambition of the 
Daimler-Benz group to create a 
strong German aerospace 
industry concentrated around 
its new Deutsche Aerospace 
(Dasa) subsidiary. 

Dasa has earmarked the 
development of a new 130-sea- 
ter regional jet as the corner- 
stone of its commercial aero- 
space strategy. The German 


company sees the project as 
giving it the opportunity to 
graduate from its traditional 
role as a sub-contractor into a 
fully-fledged aerospace pro- 
ducer. 

The German group had origi- 
nally discussed co-operating on 
a new regional jet with British 
Aerospace. But the talks broke 
down because BAe concluded 
the development of a new 
regional jet was not viable and 
proposed co-operating on devel- 
oping a larger derivative of its 
146 regional jet family. 

Dasa subsequently turned to 
Aerospatiale of France and 
Alania of Italy. The three com- 
panies agreed to form a joint 
venture, of which Dasa would 
initially own half; to develop a 
130-seater aircraft and take 
over responsibility for the sales 
and marketing of the three 
companies’ smaller aircraft. 

BAe’s Initial response to the 
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gic alliance with Sabena, the 
Belgian flag carrier. Airlines 
have also continued to seek 
strategic alliances with other 
carriers to form powerful new 
partnerships to compete on a 
global level 

The airlines have been 
unable to do little about the 
economic recession and the 
Gulf conflict, the latter com- 
pounded by a worldwide scare 
of terrorism, which has had 
severe repercussions on air 
travel in the first quarter of 
this year. But many in the 
industry believe that the crisis 
was waiting to happen, and to 
some extent was of the air- 
lines' own making. 

During the past few years, 
the industry indulged in 
unprecedented expansion. A 
total of 3,746 commercial jets 
were on order at the end of last 
year. In 1990 alone, airlines 
placed orders for a staggering 
1,237 aircraft Many analysts 
believe that experience should 
have warned the industry of 
the troubles ahead. 

Air transport has tradition- 
ally been a sensitive barometer 
of economic activity, timiing 
down very quickly in a reces- 
sion to recover just as swiftly 
with the first signs of an 
upturn. It has also tended to 
follow a 10-year cycle, with 
declines in the early seventies, 
again in the early eighties, and 
now, once more, in the early 
nineties. But airlines, this 
time, appeared to ignore early 
warning signals of the deterior- 
ating economic situation and 


the traditional cyclical nature 
of their business. 

Confident that the underly- 
ing trend of strong demand for 
air travel would continue 
unabated, in spite of some 
short-term dips in the rate of 
growth, they expanded too rap- 
idly. As the recession struck 
with unexpected speed and vio- 
lence, the industry was caught 
short with too much capacity. 
The US was the first to feel the 
squeeze, but airlines in other 
markets were soon also hit by 
the combination of the slow- 
down and the sharp rise in jet 
fuel prices. 

Most estimates still expect 
air travel to grow by around 
5.75 per cent a year during the 
next 10 years. But this longer 
term outlook will not resolve 
the immediate financial prob- 
lems of the industry. 

As Mr Robert Crandall, the 
chairman of American Air- 
lines, recently remarked: “The 
situation has improved. We’ve 
gone from dreadful to horri- 
ble." 

But even without the reces- 
sion and the Gulf war, the 
industry’s breakneck expan- 
sion of the eighties was leading 
it into trouble. As airlines con- 
tinued to put more capacity on 
the market, the increasingly 
chronic problems of congestion 
hi the and on the ground 
at airports began to make their 
mark. 

These problems now risk 
clipping the wings of any lon- 
ger term recovery in the busi- 
ness. 



Jeon Pierson: Airbus managing director 


German move was to announce 
plans to develop a rival aircraft 
based on the 146 with other 
international partners. This 
would involve building an 
enlarged twin-engine version 
of the four-engine 146 with at 
least two international part- 
ners investing in about 50 per 
cent of the project between 
them. But BAe then shifted its 
portion and started arguing in 
favour of the development of a 
new 130-seater by the Airbus 
consortium, of which BAe is a 
member along with Aerospat- 
iale, Dasa and Casa of Spain. 

Airbus has already con- 
ducted preliminary studies into 
extending its model range 
downwards into smaller air- 
craft. This would not only 
enable Airbus to expand its air- 
craft family, but ala) offer com- 
peting products at the lower 
end of the airlin er market 
against Boeing and McDonnell 
Douglas. Mr Jean Pierson, the 
Airbus managing director, has 
indicated the consortium could 
develop a smaller 130-seat ver- 
sion of its A320 twin-engined 
airliner for about S400m_ 

However, under Airbus 
rules, the consortium may only 
build aircraft of 150 seats or 
more. But Airbus is now expec- 
ted to seek ministerial 
approval to conduct a detailed 
feasibility study of a smaller 
airliner. At this stage, the Ger- 
mans appear committed to the 
project of developing a new 
regional jet with the French 
and the Italians, while BAe 


and the UK government are 
continuing to campaign for the 
Airbus solution. 

The manoeuvres between 
the French, the British, the 
Italians and the Germans are 
being watched intently by Fok- 
ker, the Dutch aerospace com- 
pany specialising in commuter 
aircraft and regional jets. Fok- 
ker has also announced plan * 1 
to develop a larger 130-seat ver- 
sion of its Fokker 100 jet It has 
warned that the market for 
regional jets and commuter air- 
craft is becoming increasingly 
crowded. Apart from the Euro- 
pean and North American 
manufacturers, developing 
countries with ambitions to 
build an aerospace industry of 
their own have also earmarked 
regional and co mmut er aircraft 
as their entry into the market 

This reinforces the case for 
greater consolidation. In the 
turbo-propeller market, the 
recent agreement of Aerospat- 
iale and Alenia to acquire from 
Boeing the US company’s De 
HavflJand Canada subsidiary is 
part of t his general consolida- 
tion trend. 

The deal, which stiH requires 
Canadian government 
approval, will strengthen the 
ATR partnership between 
Aerospatiale and Alenia. ft also 
fits in with the efforts of the 
two companies to create with 
Dasa a strong grouping of 
interests in the regional and 
commuter aircraft field. 

Paul Betts 
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Paul Betts examines the aircraft engine market 

Fierce competition 
reaches new peak 


THE cut-throat competition in 
the aircraft angfae market, has 
reached new peaks. The reces- 
sion in the airiine sector cou- 
pled with the decline in 
defence orders - traditionally 


twin-engined wide-bodied air- 
liner, which it plans to stretch 
into a bigger aircraft: Airbus is 
also already talking about 
building an even bigger air- 
craft, the A350, with a capacity 


the most profitable part of the 3 of 600-700 seats to challenge 


Boeing’s dominance in the 
jumbo aircraft market 
Boeing, for its part has 
recently launched its new 777 
family of wide-bodied aircraft 
With few signs of the overall i and has plans to stretch the 


business - have placed enor- 
mous pressures on an industry 
with some of the longest and 
most expensive lead times in 
the manufacturing field. 


trend in military expenditure 
by governments being reversed 
in spite of the Gulf conflict the 
engine makers have continued 
to focus on the commercial 
market for longterm growth. 
But the civil side is no longer 
expected to continue growing 
at the same breakneck rate of 
the last five years. 


initial versions of the new air 
craft into a bigger airliner. 
This will require even more 
powerful engines. In the same 
way, McDonnell Douglas is 
working on a larger veroon of 
its new MDI1 three-engined jet 
paiipd the Mm by 
T he market for the new gere 
I eration of big engines is esti- 


Indeed, all the engine mak - A mated at $50bn between now 
ers are rationalising their l and the end of the century, 
operations in the face <rf the'.? This is roughly half the total 
cyclical downturn in the cam- £ aeroengine market to the year 
merdal aerospace and aviation - 2000 and will he vital foe all 
market, exacerbated by the ? leading aero-engine manufac- 
impact of the Gulf war an air hirers. The contest is all the 
travel and the economic reces-S j more intense because moetair- 
sion in a number of western lines have yet to choose which, 
countries. Rolls-Royce, for -: engine they will select fin- their 
example, has been forced tod new wide-bodied airliners, 
reduce its workforce by 6ft00/j Moreover, the cost, of develop- 
jobs tins year and has already // fog these engines is huge, 
warned it may have to cut? The battle far the big thrust 
more jobs next year. Its two/j engines is essentially a three- 
principal competitors in tfaej cornered contest pitching 
US, Pratt & Whitney and Gen- a Rolls-Royce against General 
eral Electric, have also hadtod Electric of the US in partner- 
launch restructuring pro-d ship with Snecma of France 
grammes to adapt to thft-'j and Pratt & Whitney of the US, 
increasingly difficult aerospace;- 1 ? which has recently enhsted the 
market environment ' dj support of MTU of Germany. 

These restructurings have? Rolls-Royce is spending 
also coincided with the con-4 £4 00m developing its new 
tinning trend of partnerships j Trent engine, a powerful dem- 
and alliances between the van- ? ative of its RB211 series. GE is 
ous engine makers, with the ? spending even more. The US 
larger groups forging or cohsbti company has decided to invest 
Mating their ties with smaller* with its partners a total of 
ones seeking to expand thefnj about $L5hn in a whole new 
activities in the engine field. :;i engine programme called the 
However, after the unpreofc* GE9Q. Pratt & Whitney, for its 
dented burst of new jet aircraft 2 - part, has also decided to 
orders in the late 1980Sr£ develop a more powerful ver- 
demand has now levelled son of its FW40Q0 engine, 
with annual aircraft defiveriesV At this early stage in the 
expected to average between? contest, Pratt & Whitney 
500 and 600 airliners over the ? 
next 20 years: Even in the 1cm* 
ger term, the order inflow fore- 
commercial aircraft andf 
engines Is no longer expected^ 
to continue at the rate- thd# 
industry has enjoyed in recent& 
years. Compounding the siiuas? 
turn, the financial difficulties^ 
of airlines have resulted ih-a£ 
decline in the demaiul sfot. 
spare engine parts, which h&vdv 
always been a strong source a£p 
income for manufacturers. 

The commercial aircraft^ 
market is also expected tb& 
change over the next 20 yeai&V 
with increasing demand from , 
airlines for large wide-bodiedj 
aircraft rather than twiu-emJ 
gfoed narrow bodied airiinensJ 
Both Boeing and Airbus expect;, 
the average size of aircraft to? 
increase from around 160-170J 
seats to 230-250 seats over fhe& 
next decade. r 

The most dynamic sector of j 
the market ' for aero-engine > 
companies is thus widely* 
expected to be the supply of- 
new heavy-thrust engines of 
80,0001b or more to power the 
new generation of wide-bodied, 
passenger aircraft being devel-. 
oped by the big three airframe j 
manufacturers. "• 

The European Airbus con- ; 

sartimn is developing the A330 / Pratt & Whitney PW40Q0~ engine 


appears to have gained the 
edge over its two competitors. 
With 150 oldens and options for 
its new heavy thrust deriva- 
tive, Pratt & Whitney has 
become the first engine manu- 
facturer to be selected to equip 
Boeing's new 777 wide-bodied 
aircraft. 

Rolls-Royce has won 78 
orders and options for the 
Trent but has yet to clinch a 
777 order. Getting on the new 
Boeing a i rc raft as soon as pos- 
sible is seen as crucial for the 
future of the Trent As for GE, 
the US group is banking on its 
new fuel efficient technology 
for the GE90 to secure a big 
Blice of the wide-bodied airliner 
market 

Although attention in the 
aero-engine market has been 
focused on the so-called “battle 
of the big fen engines”, the 
competitive pressures have 
been just as fierce in the 
gwiaifer engine market The 
100-150-aeat commercial air- 
liner market remains an impor- 
tant component of the overall 
market place. 

Aero-engine manufacturers 
are also considering developing 
new engines to power several 
new smaller jet airliner pro- 
grammes. 

However, all the engine mak- 
ers agree at least on one thing: 
there Is little room for 
cut-throat competition in the 
supersonic field. Like the air- 
frame manufacturers, aeroen- 
gine companies are showing 
.renewed interest In supersonic 
air cr aft development and are 
studying designs for a second 
generation supersonic airliner 
to replace Concorde in the next 
century. 

They all concur that wide- 
scale international coopera- 
tion will be necessary to 
develop new supersonic 
engines. Without such 
cooperation, there is little 
chance of a second generation 
Concorde going much beyond 
the drawing board and making 
economic sense. 
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David White examines the steep decline in spending on military hardware 




are not provisional 



YF-22: US Air Force's choice as its Advanced Tactical Fighter 


THERE IS nothing provisional 
about the decline in defence 
spending. If there had been, 
surely the developments of the 
past six months would have 
been the test: a war in the Gulf 
together with a distinct cooling 
In last year's euphoria about 
the new age of relations 
between the west and the 
Soviet Union. 

The pace of arms control has 
slowed, with haggling over the 
implementation of last Novem- 
ber's 22-nation Conventional 
Forces in Europe treaty and lit- 
tle prospect of any further 
agreements of that kind in the 
conventional field, involving 
specified all-round cuts and 
strict verification. However, 
defence cuts are not only con- 
tinuing, but are going far 
beyond the CFE treaty. 

The dearest demonstration 
of the determined nature of 
this trend was the announce- 
ment of US plans for spending 
cuts, right in the middle of the 
Gulf war. These included the 
termination of several equip- 
ment programmes over the 
next two years. 

The S278bn requested for 
Pentagon spending authority 
in the next financial year 
would be a 1 per cent drop in 
real terms, following an annual 
fall of more than 11 per cent, 
and with another cut of almost 
4 per cent planned for the 
1992-93 fiscal year. The Penta- 
gon confirmed its aim to 
reduce the US armed forces by 
about a quarter over the next 
five years, with heavy cuts in 
warships, tactical fighter wings 
and army divisions. 

The UR has since also dis- 
pelled suggestions it might be 
having cold feet about cuts in 
the aftermath of the Gulf war 
by announcing the disband- 


ment of three German-based 
squadrons of Tornado aircraft 
which had all been in the Gulf 
campaign. 

This might not be quite as 
politically sensitive as scrap- 
ping army regiments, some of 
which have strong regional ties 
and therefore possible electoral 
implications. But it showed 
that, even if the British gov- 
ernment was taking its time 
over its Options for Change 
defence review, it was not 
entertaining second thoughts. 

Lessons from the war. on 
which military s taffs in the US. 
Britain and France have been 
heavily engaged since the end 
of hostilities in February, will 
need to be incorporated into 
the plans. These are likely to 
focus on specific needs and pri- 
orities in weapon procurement, 
reinforcing trends that were 
already evident in the search 
for greater mobility and 
greater versatility of forces and 
equipment. Air force chiefs and 
aerospace companies have 
seized on the overwhelming 
success of the allied bombing 
campaign against Iraq to bol- 


ster support for new pro- 
grammes. “Air is becoming the 
dominant force," Air Chief 
Marshal Sir Peter Harding, the 
UK chief of air staff, told the 
Royal Aeronautical Society. 

ion can't do anything with- 
out it" 

In Britain, the war h as put 
back the timing of detailed 
decisions on Options for 
Change, outlines of which were 
announced last summer. Plans 
involve quite radical force 
cuts, but the flnanriai benefit 
expected to stem from them is 
relatively modest. Additional 
problems are accumulating 
because of the delay, and bud- 
get plans already appear to be 
awry for this year and possibly 
next year. This will mean find- 
ing yet more savings. 

The defence recession is well 
under way throughout most of 
the industrialised world. Even 
Japan, which has been a bas- 
tion of spending growth, has 
cut back on the rate of increase 
in its defence budget 

Any move to restrain the 
sale of arms to the Middle East 
would add to the general dis- 


tress of defence companies, 
already hit by cuts and by 
delays in decision-making. 

A year ago, Mr John McDon- 
nell, the chairman of McDon- 
nell Douglas, the Pentagon’s 
largest supplier, sent a memo- 
randum to staff entitled “The 
Hard Reality", warning of 
extensive cuts. Since then the 
group has suffered a series of 
disappointments in the US and 
overseas. 

The number two US contrac- 
tor. General Dynamics, 
involved in a wide range of 
defence equipment, expects to 
cut its 90,000-strong workforce 
by at least 30 per cent by the 
mid-90s. Chary about adventur- 
ing into risky civilian markets, 
it is opting to become a smaller 
company. 

Hughes Aircraft, the leading 
US military electronics sup- 
plier, owned by General 
Motors, sees its defence busi- 
ness remaining flat, with any 
growth having to come from 
civil activities. Mr Michael 
Smith, its executive vice-presi- 
dent and chief finanrifll officer, 
says it is expecting reductions 
in US defence spending of 5 
cent a year “at least through 
1995”, deeper than the adminis- 
tration’s projections. 

The UK has seen a succes- 
sion of employment cutbacks 
in the defence industry in the 
past few months. These 
include plans by submarine 
builder VSEL to cat up to 5,500 
jobs within five years. This 
would be about 40 per cent of 
its workforce. Rolls-Royce is to 
cut 2,000 jobs at its Bristol mili- 
tary aero-engine operations as 
part of a package of wider cuts 
which also include dosing a 
helicopter engine factory. Last 
December, British Aerospace 
announced closures in its mili- 


tary aircraft division involving 
5.000 job losses. This was fol- 
lowed in March by a cut of 
2,200, almost a quarter of the 
total, in its guided weapons 
division. 

According to the Stockholm 
International Peace Research 
Institute, arms production 
worldwide could be substan- 
tially reduced in the 1990s. It 
said in its recently-published 
annual yearbook that only a 
few countries were exceptions 
to the downward trend last 
year. 

The institute's figures 
showed world military expendi- 
ture down by 5 per cent in 
1990, the third year of decline, 
to S950bn. Procurement of 
major weapons by European 
Community countries was 
down by 10 per cent in real 
terms. 

Military spending in the Mid- 
dle East was expected to show 
an increase of about 10 per 
cent for last year, but while 
Saudi Arabia and the smaller 
Gulf states increased their 
imports, other countries in the 
region were buying less. 

Trade in large conve ntiona l 
weapons, according to S2PRL 
plummeted by 35 per cent to 
$21.7bn.‘ This was less than 
two-thirds of the peak level of 
1987. The US took over from 
the Soviet Union as the biggest 
exporter, with 40 per cent of 
the total while EC countries 
kept their share of about 21 per 
cent 

The institute warned there 
would be fierce competition for 
remaining contracts in coun- 
tries such as Japan, India, 
Saadi Arabia and South Korea, 
and that clients such as these 
would demand more favoura- 
ble terms, offsets and counter- 
trade agreements. 



Never HaveThere Been 
ManyReasonsTo Choose A Citation. 



The sensible Citation business jets. 

From Cessna. 

When ic conies to choosing a business jet, companies 
worldwide have made Cessna Citations the over- 
whelming choice. 

Nearly 1.SU0 Citations have been delivered, making 
them the best-selling business jets of all time. Last year 
alone, more than one out of every two light and medium 
business jets delivered was a Citation — representing an 
amazing of the world market: 

The reasons an? simple: 

Citations cost less to own and operate than any other 
aircraft in their respective categories They' offer out- 
standing performance Exceptional passenger comfort 
An unparalleled safety record Backed by the largest ded- 
icated support organization in the business jet industry. 

.And now there are even more reasons to choose a 
Citation. Because now there are more Citations from 
which to choose. Six separate models in ail 

It is the most extensive line of business iets in the 


world. Offering enough chokes to meet ever.- imagin- 
able corporate mission. 

And vach of these efficient, versatile and comfortable 
■aircraft dairies the proudest name in business aviation. 

C Ration. Sensible business jets. That mean business. 
CitationJet. The first new-generatwn business jet to 
use a highly rffirient laminar-flow wing and advanced 
turbnfan engines. 

Citation U. The best-selling business jet of aflame, 
guaranfc-dtoeost less to operate than the leading 
turboprop or any other business ier. 

Citation V. A truly spectacular combination of speed 
overall operating performance and passenger comfort. 
Spacious versatile reliable; and economical it is perries 
the best vafoe ever offered in a business- jet. 

Citation VL Priced substantially lower than all other 
midsize husiness jets, with stand-up comfort and 
performance characteristic erf midsized Ckzaons. And 
Citation Ifi Cessnas original midsize, continues to offer 
the most chanced technology available 


GtationVU. Takes the midsize jet to a new level — 
with outstanding high-ahitude ana hot-day perform- 
ance coupled with the highest level of passenger 
comfort and elegance 

Citation X ("Ten"). At speeds up to Mach .9 
(?94 mph), it is the fastest business jet in the world. 

unlike other high-speed aircraft, the X also delivers 
extraordinary range and fuel efficiency. 

For information on specific Citation models, write 
to Ernest J. Edwards; Cessna Aircraft; Company* 
Coworth Park House; Coworth Park; Ascot, Berkshire 
SL5 7SF.TeL: 44-344-373221 Fax: 44-344-27275. 
LX residents only: 0344-873221 Fax: 0344-27275. 
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Lessons of 1991 cut both 
ways for manufacturers 


THE lessons of early 1991 cot 
both ways for manufacturers 
of combat aircraft No better 
vindication for programmes 
criticised as excessively 
sophisticated and expensive 
could have been found than 
the Gulf war, with its convinc- 
ing, Minding demonstration of 
air power. But the month the 
war started also saw the big- 
gest project cancellation. 

The exhib ition provided by a 
whole panoply of modern 
western aircraft in the war 
does not alter two realities. 
Although projects get bigger, 
they also became fewer. And 
although they became fewer, it 
would be rash to assume they 
were safe. 

The reminder that these are 
tough times in US defence 
came in January when the 
Pentagon “killed 1 * the A-12 
Avenger 2, the $52bn flying- 
triangle attack aircraft which 
McDonnell Douglas and Gen- 
eral Dynamics were jointly 
working on for the US Navy. 
Plans, although already 
reduced last year, were for 620 
aircraft working out at more 
than $80m each. It had once 
been considered one of the 
most secure of programmes, 
before the revelation last year 
of delays and cost increases. 

In addfton, argument goes 
on over the future of the even 
bigger B-2 str ate gic “stealth” 
bomber programme, which has 
an estimated cost of some 
$65bn. Lieutenant-General 
Charles Horner, the US air 
chief who led the air war 
against Iraq, has brought his 
weight into the campaign for 
the Northrop aircraft, arguing 
that it would have all the 
advantages of the F-117A - 
die stealth aircraft which 
became one of the symbols of 
US superiority in die Gulf - 
but with five times the range 
and 10 times the payload. 
However, planned numbers 
were already cut back last 
year from 182 to 75, and file 


administration faces opposi- 
tion in Congress to going 
beyond the 15 aircraft already 
authorised. 

A third i i»sfa»nw» of the high 
stakes in the military aircraft 
game was the verdict between 
the two teams contending for 
the US Air Farce’s Advanced 
Tactical Fighter (ATP) - 
decided after a four-year con- 
test in favour of the Lockheed/ 
Boeing/General Dynamics 
F-22. 

Like the European Fighter 
Aircraft (EFA) for the UK and 
its partners, it is file only new 
fighter project the US industry 
is likely to have between now 
and the raid of the century. 
Due to enter service in the late 
1990s with up to 750 due to be 
purchased by the USAF, it is 
expected to be a |70bn-plus 
project. 

The decision puts Lockheed, 
as team leader, back in the 
business of fig hter manufac- 
ture following completion of 
F-117A production. 

At the same time the deci- 
sion was the fourth in a series 
of blows for McDonnell Doug- 
las, manufacturer of the F-15, 
the fighter the F-22 is destined 
to succeed, and partner with 
Northrop in the competition. 

McDonnell Douglas had 
already suffered the cancella- 
tion of die A-12, the loss of a 
South Korean order for F/A-18 
fighters, and a setback for its 
helicopter division in another 
team competition to produce a 
light attack helicopter for the 
US Army. 

The bad news was only 
partly offset by the prospect of 
more F/A-18 purchases by the 
US Navy. An advanced F/A-18 
version Is serai as a possible 
substitute for the A-12, at least 
before a long-term replace- 
ment emerges. 

In Europe collaboration 
between military aircraft man- 
ufacturers is becoming more 
solidly structured. 

Eurofighter, the Munich- 


based EFA joint venture, is 
due to be merged later this 
year with Panavia, its equiva- 
lent in the nearly-exhausted 
Tornado programme. The man- 
agement agencies representing 
the governments involved in 
both projects (Britain, Ger- 
many, Italy and in the EFA 
programme Spain) are also to 
be fused. 

However, the Idea of setting 
up a combined European mili- 
tary aircraft company with 
wider ambitions - discreetly 
floated last year by Deutsche 
Aerospace, the German air- 
craft group put together by 
Daimler-Benz - has so far 
remained grounded. 

Political complications sur- 
rounding the whole area of 
defence plans and military 
sales in Germany already cast 
the principle shadow over the 
$40bn-plns EFA project. The 
question erf whether Germany 
will actually purchase the air- 
craft once file gUbn develop- 
ment phase is completed, and 
how the project will survive if 
it does not, is one that the 
partners want to stir up as lit- 
tle as possible until the crunch 
comes. The aircraft is due to 
fly for the first time next year. 

Since development was 
launched in 1988, there have 
been delays in the selection of 
bidders for sub-contracts, but 
the programme has been reor- 
ganised to maintain the late- 
90s in-service target 

Officially, Britain has not 
moved from its originally 
stated intention of purchasing 
250 out of a total trf 765 fore- 
seen by the four partners in 
file project but nobody now 
believes time numbers. In a 
recent report on the EFA proj- 
ect published by the House of 
Commons Public Accounts 
Committee, all figures relating 
to numbers of aircraft were 
excised from the evidence and 
replaced with asterisks. 

David White 


GUIDED MISSILES 


Television puts weapons 
on show in living-rooms 


TELEVISION coverage of the 
Gulf war brought missiles into 
living-rooms. The campaign 
showed off the variety of 
guided weaponry at the dis- 
posal of the US and its allies: 
from video images of laser- 
guided bombs and missiles 
homing in on ground targets, 
to anti-radar missiles, anti-tank 
missiles, sea-launched cruise 
missiles and, above all, the 
novelty of the anti-missile mis- 
sile, a part played not only by 
the US Patriot but also, in one 
isolated but significant inci- 
dent, by the UK’s Sea Dart. 

Apart from the Patriot-ver- 
sus-Scud battle, other names 
became instantly familiar 
Tomahawk, Maverick, Harm, 
HeUflre, Sea Skua. 

In some cases the Gulf was 
used as a testing-ground for 
weapons, such as SLAM 
(Stand-off Land- Attack Missile) 
and ATACMS (Army Tactical 
Missile System), or the British 
Alarm (Air-Launched Anti-Ra- 
dar Missile). 

The specific lessons learned 
and the Implications for fiiture 
procurements are still being 
worked out. The performance 
of the Patriot - which on Jan- 
uary 18 became the first 
weapon to intercept a ballistic 
mftarila in flight miring hostili- 
ties - has been seized upon in 
the US as a means to inject 
new vigour into the Strategic 
Defence Initiative programme. 

The Gulf provided a shop 
window for exports of guided 
weapons. However, manufac- 
turers see little prospect for 
market growth. As the perfor- 
mance of weapons Improves, 
the numbers required are 
reduced. 

Prospects for European com- 
panies to compete with US 
manufacturers in the world 
market - and to penetrate the 
market in the US Itself - have 
been marred by the duplication 
of national efforts. Consolida- 
tion in the European industry 
remains an elusive goal follow- 
ing the failure' of attempts by 
British Aerospace and ranee’s 
Thomson-CSF to set up a joint 


company pooling their gulded- 
weapon activities. 

Under a plan agreed In late 
3989, the joint company was to 
have started operating at the 
beginning of this year. Except 
in the area of air-defence mis- 
siles, where they are competi- 
tors, the two groups would 
have been largely complemen- 
tary, with Thomson-CSF’s 
breadth of expertise in guid- 
ance systems matching BAe’s 
capacity for producing com- 
plete missiles. The joint ven- 
ture, Eurodynamics, was set to 
be the dominant European 
force in the sector with annual 
sales of some £L4bn. 

The shelving of merger plans 
may well have been a source of 
schadenfreude to the other 
main French missile compa- 
nies Adrospatiale and Matra. 
which were worried that the 
creation of Eurodynamics 
could threaten the structure of 
the sector in France. As a 
result of pressure from Aero- 
spatiale in late 1989, Britain 
had to join a Fran co-Italian 
naval weapon programme, the 
Family of Anti-Air missile 
Systems (FAMS), based on 
Aerospatiale’s Aster missile, 
before the French government 
would give its blessing to file 
merger talks. The Franco-Hal- 
ian programme also has a land- 
based variant which would be 
a possible contende r to replace 
for Britain’s Bloodhound air- 
defence missile, which is being 
withdrawn this year. But BAe 
has teamed with Raytheon to 
offer the Patriot for this 
requirement 

The BAe-Thomson missile 
merger was held up by an 
investigation by the UK 
Monopolies and Mergers Com- 
mission, which cleared it in 
January, but two months later 
the talks were called off, with 
the partners agreeing to con- 
tinue co-operating on individ- 
ual projects. 

During more than a year of 
efforts, to agree on terms for 
the venture, the circumstances 
bad changed. At the outset 
BAe appeared to be bringing 


more to the venture in terms of 
assets and prospects, and there 
was talk of a French cash con- 
tribution. But Thomson's posi- 
tion improved with the award 
late last year of a fresh FFrSbn 
($500m) order from Saudi 
Arabia for its Crotale close- 
range air-defence systems. 
Meanwhile, major projects at 
BAe’s Dynamics division have 
come across a series of prob- 
lems and uncertainties. 

High among these are the 
latest turns in the troubled his- 
tory of the Advanced 
Short-Range Air-to-Air Missile. 
This was conceived as the 
European-developed end of a 
joint US-European programme 
covering two new air-to-air 
weapons. Asraam was set to 
become the standard weapon 
to replace the US Sidewinder. 
The US was to adopt the Euro- 
pean-designed weapon and the 
European partners would 
adopt the. US-developed medi- 
um-range weapon, Amraarn. 

The first memorandum of 
understanding, between the 
US, Britain, France and Ger- 
many, goes back to 1980. 
France pulled out; Norway and 
Canada joined; Britain took 
over leadership from Germany; 
Germany pulled out; Norway 
and Canada puffed out The 
missile is still not in full-scale 
development Instead of Euro- 
pean partners, BAe now has a 
teaming arrangement with 
Hughes Aircraft of the US for 
the seeker system, and has 
reduced the price of Its offer to 
the British government for an 
initial contract covering full 
development and initial pro- 
duction. This Is expected to be 
worth between £700m and 
£Lbn. 

Last year, however, the UK 
eminent decided to open 
programme to competition. 
BAe faces rivalry from GEG- 
MarconL teamed with Matra of 
France on a project derived 
from the latter's Mica mis^ne 
programme, and possibly from 

US companies. 


David White 
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On tenterhooks for decisions 


THE helicopter business is a 
good place for masochists 
these days: an overcrowded 
industry waiting on tenter- 
hooks for the big military pro- 
curement decisions that prom- 
ise to do more than anything 
else to sort it out. 

The merger of the helicopter 
divisions of France's Aerospat- 
iale and Germany's Messer- 
schmitt-Bdlkow-Blohm is the 
one structural change under 
way among a group of western 
manufacturers who all agree 
they are too numerous: four 
(due to become three) in 
Europe and four in the US. not 
counting specialists in piston- 
engined lightweights. 

The industry relies heavily, 
although to differing degrees, 
on the military sector. The 
market for civil helicopters, 
after falling in the 1980s, seems 
to be recovering. Pegged to a 
large extent to the fortunes or 
the offshore oil business, it is 
expected that commercial sales 
could balance military sales in 
overall numbers, but not in 
terms of value, where at least 
two-thirds is reckoned to come 
from military orders. 

The Gulf war provided a 
demonstration of the increased 
capabilities of armed helicop- 
ters since they began to be 
used during France’s war in 
Algeria and America's in Viet- 
nam. US AH -64 Apaches and 
AH-1 Cobras proved highly 
effective against Iraqi 
armoured forces. They were 
capable of sustained offensive 
action and even - to the sur- 
prise of allied command- 
ers - taking prisoners. 

Ideas about the use of heli- 
copters in the battlefield are 
rapidly evolving. Many believe 
that, as defences in Europe are 
t hinn ed out, helicopter gun- 
ships could . become the 
favoured weapon for anti-tank 
warfare: making use of their 
agility and mobility and bene- 
fiting from improvements in 
counter-measures and protec- 
tion to become less vulnerable. 

The Gulf conflict also gave 
prominence to British ship- 
based Lynxes and the indis- 
pensable role played by heavy- 
lift Chinook helicopters. 

However, the increased 
importance given to helicop- 
ters is only relative. Overall, 
industry forecasts suggest that 
the military helicopter fleet In 
the US and Europe will stabi- 
lise, if it does not contract. 


Following closely on the war 
came the long-awaited US deci- 
sion on the choice of a new 
armed scout helicopter - a 
competition affecting all four 
leading helicopter companies, 
grouped in two rival teams. 
The US Army's top acquisition 
project calls for almost 1,300 
aircraft. It is expected eventu- 
ally to be worth some $34 bn. 
The two-pilot helicopter, the 
first in the US to be designed 
to fight enemy rotorcraft, is 
needed to replace some 3,000 
Vietnam-era helicopters that 
have become technically obso- 
lete and expensive to mai n tain. 

The contract awarded to the 
Boeing/Sikorsky “First Team", 
in which MBB is also associ- 
ated, covers development work 
worth some $2£bn through to 
1998 when the first production 
aircraft is due. 

Tbe losers were McDonnell 
Douglas's helicopter division 
and Bell Helicopter Textron. 
They will now have to rely 
more on the civil market and 
work to upgrade existing heli- 
copters and exports. The civil 
side accounts for half of Bell’s 
business, but McDonnell Doug- 
las, like Sikorsky, relies 85 per 
cent on military sales. It is now 
counting on foreign customers 
to keep its Apache production 
line open beyond 1993. 

The improved Longbow ver- 
sion of the Apache, with a mil- 
limetric-wave radar mounted 
above the main rotor, is 
favourite for a British army 
contract. But a UK decision is 
still some way off, following 
the withdrawal last year from 
a light attack helicopter proj- 


ect with Italy, the Netherlands 
and Spain, and the project's 
subsequent demise. 

A competition is expected 
between the upgraded Apache 
and the Franco-German Tigre/ 
Tiger, which made its maiden 
flight in April This is planned 
for delivery to the French 
German armies from 1998 
onwards, mainly for the anti- 
tank role but also in a French 
combat-support version. Pro- 
duction of 427 units is planned. 

UK manufacturer Westland, 
although not in a position to 
participate in development, is 
poised to claim a production 
share in either the Apache or 
the Tiger for the UK market A 
further possible contender is 
Bell with its AH-1W Super- 
Cobra. 

The crucial decision for 
Westland, however, is a pro- 
duction go-ahead for the EH102 
Merlin naval helicopter, in 
which It is involved jointly 
with Agusta of Italy. Nine pro- 
totypes of the EHiQi are now 
flying. The project, planned 
also as a troop-carrier and a 
commercial helicopter, has 
become one the Ministry of 
Defence's main procurement 
headaches. The cost of develop- 
ment and initial production of 
50 helicopters is put at £2bn. 
Needed by the Navy for its new 
anti-submarine frigates, the 
programme schedule has 
slipped by two years. 

The ministry is as desperate 
to ensure costs are kept under 
control as Westland is to end 
its drought of new helicopter 
orders. The MoD received pro- 
posals in February from two 


bidders to take over prime con- 
tractor ship and manage the 
helicopter itself and its 
systems. A decision between 
the two - one group made up 
of British Aerospace and GEC- 
Marconi, the other of IBM of 
the US in association with 
Westland - is expected in the 
summer. 

Whether the MoD buys the 
EH101 also for the role of 
troop-carrying utility helicop- 
ter or opts instead for the Sik- 
orsky Black Hawk (as used in 
the Gulf), Westland has been 
covering its options in the 
same way as with the army 
combat helicopter. 

The European NH-90 naval 
and troop transport helicopter 
- a project from which Britain 
pulled out - has meanwhile 
gone into full-scale develop- 
ment after difficulties over the 
size of the Italian contribution 
alongside that of France, Ger- 
many and the Netherlands. 

Together with tbe Tiger it 
provides substance for the 
Aerospatiale- MBB merger. The 
new company Eurocopter is 
designed to form the second- 
largest western helicopter con- 
cern after Sikorsky. The 
merger, finally agreed last 
year, has proved to be a long, 
drawn-out affair. An interna- 
tional marketing company was 
established as an interim step 
in May, with a view to comple- 
tion of the merger by the end 
of the year. Neither Westland 
nor Agusta responded to the 
partners’ initial invitation to 
join them. 




Concept of a successor to Concorde: British Aerospace 280-seat supersonic airliner 

VISITORS to this year's Paris Supersonic development 
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VISITORS to this year's Paris 
International Air Show are 
hoping to learn more about 
progress towards a successor 
to the Anglo-French Concorde 
supersonic airliner - the 
so-called High Speed Commer- 
cial Transport, or HSCT. 

For more than a year, small 
teantp in airliner manufactur- 
ing companies - Boeing and 
McDonnell Douglas of the US, 
Aerospatiale of France, British 
Aerospace and Deutsche Aero- 
space (DASA) of Germany 7 
have been studying the possi- 
bility of such an aircraft. 

They have also been lia i s in g 
with each other, primarily BAe 
with Aerospatiale, and Boeing 
with DASA, and collectively 
through what is called the 
Supersonic Commercial Trans- 
port International Co-operation 
Study Group. In the US. the 
government’s National Aero- 
nautics and Space Administra- 
tion has been examining the 
feasibility of such an aircraft. 

The view in the west’s aero- 
space industries is not whether 
such an aircraft will be built, 
but when, with the most likely 
in-service date somewhere 
between 2005 and 2010. Con- 
vincing others, however, espe- 
cially environmentalists and 
the governments that will 
probably have to subscribe 
most of the several billion dol- 
lars cost, is likely to be as 
tough as arriving at a design in 
which the manufacturers can 
share. 

Concorde entered fare-pay- 
ing passenger service in 1976, 
so that by 2000 it will have 
been in regular service for 
nearly 25 years. That is nor- 
mally about the maximum life- 


Faster and 
far-reaching 
designs 


span for any subsonic airliner, . 
but Concorde's annual utilisa- 
tion is much lower. 

Nevertheless, if any HSCT is 
to enter service somewhere in 
the early part of the next cen- 
tury, much of the preliminary 
research and development 
must be undertaken during the 
1990s. 

Pressures for such an air- 
craft include the feet that only 
a few Concordes were built - 
British Airways has seven, 
with one more stored at Fillon, 
while Air France has six, with 
two kept on the ground. Pro- 
duction ended long ago, so the 
volume of spares available is- 
severely limited. It seems 
likely that the overall number, 
of aircraft in service will be 
progressively reduced as some ' 
are “cannibalised” to keep the ' 
rest flying. 

Another factor is that Con- 
corde, with its payload of rally 
100 seats, has always been, 
regarded as a “top person’s* 
airliner, with a premium fere . 
which has limited its market- > 
There is now a wider apprec% 
turn of the benefits of fester 
travel, as more people fly Ion--:. 


ger non-stop distances. By 2000, 
it is believed that long-distance 
traffic will have doubled in vol- 
ume, stimulated by such new- 
generation subsonic long-range 
airliners as the Airbus A-340, 
Boeing 747-400 and McDonnell 
Douglas MD-EL 

To be economic, the prospec- 
tive HSCT will have to be 
much bigger than Concorde 
(which was aimed primarily at 
the transatlantic market), with 
between 250 and 300 seats, and 
a longer range - up to 6JSOQ 
nautical miles against Con- 
corde's 3,500. 

It will not necessarily need 
to be much fester than Con- 
corde’s Mach 2 (about 1,200 
mph), perhaps flying at Mach 
2.4. or 1,500 mph, while still 
capable of economic operation 
at subsonic speeds over land 
masses. 

That means it will be more 
expensive to build and is likely 
to face even more severe envi- 
. ronmental demands than Con- 

- corde in terms of noise levels 

- and pollution to avoid further 
damage to the ozone layer. 

Meeting those demands wfll 
be diffic ult technologically and 


financially - far beyond the 
capabilities of any one com- 
pany. The HSCT will have to 
be a consortium venture. 

There are differing views 
about the size of the potential 
market. Mr Mike Henderson, 
manager of High Speed Com- 
mercial Transport (HSCT) 
studies with the Boeing Com- 
mercial Airplanes Group, says 
that demand in the first quar- 
ter of the next century could 
justify up to as many as 1,000 
new supersonic aircraft, worth 
some S200-300bn, collectively 
carrying up to as many as 
600,000 passengers a day. 

Mr Louis J. Williams, who 
has been In charge of Nasa's 
second-generation SST studies 
for some time, believes the 
market might initially be 
between 650-750 aircraft, if cer- 
tification were sought early in 
the next century. 

European analysts, with the 
reality of Concorde behind 
them, are more cautious, 
assessing the market at no 
more than a few hundred or so 
aircraft 

Mr Henderson says the 
HSCT would reduce the Los 
Angeles-Tokyo flying time 
from the 10.3 hours to 4.3 
hours. If initially limi ted to a 
range of 5,000 nautical miles, 
the aircraft would not be able 
to fly non-stop from Los 
Angeles to Sydney, but with 
one refuelling stop at Honolulu 
it would complete the journey 
in 7.3 hours or half the 14 
hours of a subsonic jet With 
range pushed up to 6^00 nauti- 
cal miles, it would do the jour- 
ney in 5.7 hours. 


Michael Donne 






THE opening of the new 
£400ni terminal complex at 
Stansted airport, Essex, by 
. BAA (formerly the British Air- 
ports Authority) this year, was 
an indication of the UK air 
. '■ transport industry's confidence 
,,'that the long-term outlook is 
/ for significantly increased 
,C growth in the industry. This 
optimism was expressed in 
spite of a sharp downturn in 
traffic in the early months of 
the year because of the Gulf 
war. 

Traffic levels have already 
begun to improve, although it 
may still be some time before 
the industry In western Europe 
returns to annual growth rates 
expected in normal years. 

Most industry observers now 
believe that by 1992 expansion 
will again be the norm, bring- 
ing with it a resurgence of all 
the problems that were becom- 
ing serious even before the 
Gulf crisis last August, includ- 
ing congestion at airports and 
in air traffic control. 

Id the UK. notwithstanding 
the diffi culties during the Gulf 
war which cut traffic at Heath- 
row and Gatwick by about 25 
per cent, the Department of 
Transport's latest long-term 
forecasts to 2005 show passen- 
ger traffic rising from the base 
of 98.8m in 1989 to between 
114J5m (the low estimate) and 
136 An (the high estimate) by 
1995. 

By 2000, the es tima te is for 
traffic somewhere between 
141 ,4m and 184 -9m, and by 2005 
between 172m and 244.3m. The 
London share of that traffic is 
expected to be 73 per cent in 
1995 and about 71 per cent in 
2005. 

The figures show a wide 
range of possible traffic levels, 
reflecting the difficulties in 
forecasting such a volatile 
industry as air transport But 
by any standards they indicate 
a potentially massive growth 
in the number of people travel- 
ling by air to. from and 
through the UK. 

A s imilar situation is occur- 
ring throughout the world. The 
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Confidence in the future: Stansted airport's new £4Q0m terminal complex was opened earlier this year 


International Civil Aviation 
Organisation (ICAO) figure or 
more than l.ibn international 
scheduled service passengers 
world-wide in 1990, is likely at 
least to double by 2000 and con- 
tinue rising in the 21st cen- 
tury. 

Although it is likely that 
some of that additional 
demand will be met by larger 
aircraft, especially on medium- 
to long-distance routes, overall 
the number of airliners in use 
will also grow substantially, 
even allowing for the retire- 
ment of a large number of age- 


ing airliners. 

Boeing, the world's biggest 
builder of jet airliners, fore- 
casts a net growth in the world 
commercial jet fleet of 5,334 
aircraft to a total of 14,191 
between now and 2005, involv- 
mg an overall outlay by air- 
hues of some $617bn. 

Such a huge fleet expansion 
will generate strains in all 
directions - on the ground 
and in the international air 
traffic control system. Already 
throughout the world govern- 
ments, airport authorities and 
airlines are having to give high 


AIR TRAFFIC CONTROL 


Planning for busier 
times after the slump 


DURING the dark months 
earlier this year, when the 
world air transport industry 
suffered an unprecedented 
slump in traffic as a result of 
economic difficulties and the 
effects of the Gulf war, work 
was quietly pressing ahead to 
prepare the industry’s ground 
and air infrastructure for an 
expansion in passenger num- 
bers next century. 

In a spring 1990 “crisis 
report", the International Air 
Transport Association (IATA), 
representing 200 airlines, 
including nearly all the big 
operators, estimated that 
losses caused by congestion 
were running at about $5bn a 
year in western Europe alone. 
Losses of $20bn a year were 
forecast by the end of decade if 
nothing was done. 

This was due to inadequate 
ground facilities - lack of ter- 
minals and runways - and to 
inadequacies in the air traffic 
control (ATC) system, stem- 
ming from lack of investment. 


IATA, by means of a spe- 
cially created Task Force, was 
lobbying governments to 
ensure that work to modernise 
the overall infrastructure was 
swiftly begun. 

The downturn occurred in 
the middle of the IATA cam- 
paign, but did not disrupt it. 

In the UK. the Civil Aviation 
Authority, which runs the 
National Air Traffic Services 
(NATS), leads most other coun- 
tries. especially in western 
Europe, in developing improve- 
ments to the air traffic control 
system to enable the UK to 
handle the increase in aircraft 
movements stemming from 
traffic growth. 

Under a £750m “Investing 
For Growth" programme cover- 
ing more than 150 ATC 
improvement projects, besides 
substantially increasing the 
number of air traffic control- 
lers. the CAA has put much 
thought and energy into decid- 
ing how to handle the prospec- 
tive traffic increases. 


AERONAUTIC 


One result has been the 
development of a new control 
system called the Central Con- 
trol Function (CCF), based on a 
“tunnels in the sky" concept of 
one-way aircraft arrival and 
departure routes for each of 
the airports in the south-east 
of the country. 

When fully operational by 
the mid-1990s, CCF will benefit 
all air travellers using British 
airspace, because a high pro- 
portion of all domestic and 
international flights fly over 
south-eastern England. 

The CAA is already consider- 
ing the extension of CCF-type 
systems to the north of 
England and the Scottish Low- 
lands to meet the special needs 
of those areas and their pre- 
dicted traffic growth. Else- 
where in the UK, a £3m ATC 
improvement programme has 
been inaugurated at Birming- 
ham International Airport 
(where a £6Qm second terminal 
comes into operation this year, 
raising capacity to more than 
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priority in their forward plan- 
ning to finding solutions to the 
serious problem of airport con- 
gestion. While some of the 
growth can be accommodated 
by improving overall airline 
and airport handling efficien- 
cies, and by technological 
advances in air traffic control, 
which can help to provide addi- 
tional aircraft movements, the 
only satisfactory long-term 
answer is to build more airport 
ter minals and, if necessary, 
also runways. 

There is hardly an airport in 
the UK that is not being mod- 


ernised, expanded or refur- 
bished to enable it to cope with 
traffic growth. 

Worldwide, the provision of 
new and improved airports and 
their associated infrastructures 
is expected to cost at least 
£150bn by 2 000, with perhaps 
another £50bn for equipment 

In the UK, there Is mounting 
pressure to solve the problem 
of providing additional airport 
capacity by returning to the 
concept of an offshore airport 
through the Marine r venture 
proposed for a site on the Kent- 
ish Flats in the middle of the 


Thames Estuary, at an esti- 
mated cost of £3_3bn. 

The offshore airport solution 
was originally proposed in the 
early 1970s on reclaimed land 
at Maplin, off the Essex coast 
It was cancelled in 1974. at the 
time of the first world oil cri- 
sis, because it was not likely to 
be needed in terms of traffic 
growth, and was too expensive 
at a time of economic difficul- 
ties. 

Subsequent traffic growth in 
the south-east has already far 
outstripped that originally 
expected in the early 1970s. 
This has led to outlays on new 
terminals and other infrastruc- 
ture developments costing in 
all more than double the origi- 
nal estimated £750m for Maplin 
- with all the attendant envi- 
ronmental problems, and with 
more expense to come, includ- 
ing £lbn for Heathrow's the 
projected terminal five and at 
least another £400m million for 
further terminal developments 
at Stansted, apart from the 
likely £200m cost of a new run- 
way. 

On the basis of those figures, 
continuation of Maplin would 
have been cheaper, as well as 
environmentally and sociologi- 
cally more desirable. 

Increasingly, air transport 
observers and many environ- 
mental groups believe that the 
practice of undertaking piece- 
meal solutions to the recurrent 
problem on an ad hoc basis 
every decade or so, with all its 
attendant planning, environ- 
mental and political difficul- 
ties. should be abandoned in 
favour of adopting a longer 
“time horizon" and planning 
for 30 years or more ahead. 

On that basis, a large-scale 
offshore solution to the UK’s 
south-east problem has many 
attractions, and while appar- 
ently grandiose and expensive, 
and perhaps looking too far 
ahead for some political tastes, 
might well prove to be the 
cheapest and most attractive 
solution economically, environ- 
mentally, politically and indus- 
trially. 
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6m passengers a year). 

For western Europe as a 
whole, the Eurocontrol organi- 
sation has been selected by 
more than 20 governments in 
the European Civil Aviation 
Conference as the vehicle for 
creating a new centralised air 
traffic control system for much 
of western Europe. 

Eurocontrol, under of Mr 
Keith Mack, formerly head of 
the CAA's National Air Traffic 
Services, is spending Ecu36m 
(£25m) on the design phase of 
an advanced ATC for western 
Europe, called the “Easie 
Plan". This phase is expected 
to be completed by 1995, when 
it will move into the implemen- 
tation phase, costing some 
Ecu900m (£802m) and including 
detailed technical design, 
development, procurement and 
installation to be progressively 
introduced with completion set 
for 2004. 

By that date, it Is intended 
that Europe will have the 
world’s most modern ATC sys- 
tem. able to cope with the com- 
plex and expanding flows of 
traffic through more than a 
score of countries well into the 
21st century. 

In the meantime. IATA has 





London air traffic centra: controlling flights over the capital 


set up an Air Transport Action 
Group (ATAG), under Mr John 
Meredith, seconded from Brit- 
ish Airways. ATAG is already 
lobbying governments, airport 
authorities and others to take 
the necessary political, finan- 
cial and physical action to 
improve commercial aviation 
infrastructures. 

Mr Meredith points out that 
the economic cost of air trans- 
port congestion is “terrifyingly 
high". The current S5bn cost in 


Europe alone is soon likely to 
be paralleled in other parts of 
the world - the problem is 
already emerging in Japan and 
other parts of the Far East and 
south-east Asia, the world's 
fastest growing area of air 
transport If corrective action 
is not taken soon world-wide, 
he says, the international air 
transport indastry faces 
“strangulation”. 

Michael Donne 





Helen S barman: Britain’s first lady of space 

Paul Betts looks at space travel 


A more mature 
commercial age 


THE past few weeks have seen 
a resurgence in space activity. 
For the first time since the 
Challenger shuttle disaster in 
1986, NASA, the US national 
space agency, successfully flew 
in May two shuttles in one 
month: the European space 
rocket Ariane has now 
launched 42 satellites into orbit 
in exactly 42 months confirm- 
ing itself as a reliable space 
satellite transport system: a 
Briton entered space for the 
first time on a Soviet mission 
to the Russian space station 
Mir; and 12 people, including 
for the first time four women, 
were in space at the same time 
last month. 

Space has now entered a 
new, more mature commercial 
age. Although the technologi- 
cal challeng e and the finan- 
cial risks remain high, espe- 
cially with the squeeze on 
government resources, aero- 
space companies are looking 
towards space as providing a 
significant future growth mar- 
ket It is no coincidence that in 
spite of dismal British g o vern- 
meat support for the UK space 
programme, British companies 
such as British Aerospace, 
Marconi and Logica, and scien- 
tific laboratories have attached 
increasing importance to space 
activities and have become 
leaders in their fields. 

In Europe. France has 
undoubtedly taken the lead in 
encouraging the development 
of a European space industry. 
Its efforts have been largely 
concentrated on building up 
during the past 10 years the 
European Ariane space satel- 
lite launcher programme. 
Although still modest by com- 
parison with the overall US or 
Soviet space programmes. Ari- 
ane has been successful m giv- 
ing Europe leadership in the 
commercial space transport 
business, according to Mr 
Charles Bigot, the c hairman of 
Arianespace, the European sat- 
ellite launch company 56.6 per 
cent controlled by French state 
and private shareholders. 

During the past 10 years, 
Ariane has increased its share 
of the western world's commer- 
cial satellite launch marke t. Its 
order backlog stands at 34 sat- 
ellites to be launched. The 
European rocket now accounts 
for about 50 per cent of com- 
mercial satellite launch orders 
in the western market. 

The achievement is all the 
more remarkable because the 
European programme decided 
to concentrate on the develop- 
ment of rockets, or expendable 
launch vehicles (ELVs) as they 
are known, at a time when the 
conventional wisdom was that 
they had become redundant. 
The US, by contrast, threw its 
lot into the development of the 
space shuttle. But the shuttle 
turned out to be too complex a 


system on which to build a 
reliable commercial space 
transport business. 

The disaster of the US shut- 
tle Challenger five years ago 
and the long interruption in 
US manned shuttle flights vin- 
dicated the European decision 
to concentrate on rocket tech- 
nology. The troubles of the OS 
shuttle led to a change in US 
space policy with the Washing- 
ton administration encourag- 
ing the three US launcher man- 
ufacturers, including General 
Dynamics, McDonnell Douglas 
and Martin Marietta, to com- 
pete against Ariane for com- 
mercial satellite launches. 

This has greatly intensified 
competition. Indeed, it has pro- 
voked growing trade frictions 
between the Europeans and 
the Americans as well as with 
the Chinese and the Soviets, all 
vying for a large slice of the 
satellite launch market. The 
Europeans complain that the 
US protects its industry by 
restricting its own large gov- 
ernment satellite launch mar- 
ket to domestic US companies. 
In turn, the US argues Ariane 
has benefited from as much 
government subsidy as its 
American competitors. 

. Negotiations to establish a 
set of fair trading rules for sat- 
ellite launches between the 
European Space Agency and 
the US started last autumn. 
The Europeans are also anx- 
ious to see any eventual agree- 
ment on competition rules 
include Japan, which is devel- 
oping a space launch industry, 
and countries with non-market 
economies such as the Soviet 
Union and China, both seeking 
to enter the western launch 
market China has already won 
launch orders for an Austra- 
lian satellite and an Arab tele- 
communications satellite. 

The European Space Agency 
is working on the next genera- 
tion of satellite launch vehicles 
to replace the family of Ariane 
IV rockets with a larger, more 
powerful rocket, Ariane V. 
France recently opened a 
$L00m plant to build the new 
rocket with twice the power of 
the Ariane IV rocket and a 
payload capacity of about six 
tonnes. 

European governments are 
also expected to launch the 
Hermes spaceplane programme 
this year. Tfre UK government, 
however, has decided not to 
participate in the Ariane V and 
Hermes programmes. But UK 
manufacturers are reassessing 
the long-term opportunities. At 
the Famborough air show last 
year, British Aerospace and 
the Soviet Union announced 
plans to study the joint devel- 
opment of a space satellite 
launch system based on the 
UK’s Hotol: the Horizontal 
Take-Off and Landing space 
vehicle. 


BUSINESS AVIATION 

Flexibility of 
company jets 
lures executives 
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THE USE of aircraft by 
companies and individuals for 
business travel has been grow- 
ing rapidly in recent years, and 
is expected to continue to do so 
in the 1990s. 

There are several reasons. 
Chief among them is a growing 
disatisfaction with the quality 
of scheduled services in spite 
of attempts by airlines to woo 
business travellers. 

Increasing congestion in air- 
port terminals: the inflexibility 
of many airline timetables: the 
difficulties of road access to big 
airports: and the failure by 
many airlines to address what 
many business travellers really 
want - more leg-room in busi- 
ness and economy class cabins 
- are working in favour of the 
corporate aircraft or air taxi 
operation. 


The smaller private execu- 
tive turboprop or jet aircraft is 
more flexi ble than large sched- 
uled airliners. It can operate to 
the owner's schedules. It needs 
less runway space, and can use 
many more, and more conve- 
nient, airfields. 

An expanding industry has 
grown up in the provision of 
smaller, fixed-wing light trans- 
port aircraft. Many of these are 
turboprops, which are cheaper 
to operate than jets and are 
thus popular with many corpo- 
rate users. Fast jets are also 
much in demand. 

There are many manufactur- 
ers. including British Aero- 
space with the 125 series, Das- 
sault of France with its Falcon 
range. Canadair of Canada 
with its Challenger, and such 
US companies as Beech, 



British Aerospace IK-800 corporate Jet popularity fuelled by dissatisfaction with airlines 


Cessna, Gulfstream Aerospace 
and LeaijeL 

For any company or individ- 
ual studying the use of a pri- 
vate aircraft, the most signifi- 
cant question is cost 

Many owners arrange for 
their aircraft to be available 
for charter when not in use. 

That can mean big savings. 


and the realisation by the char- 
ter customer that travel by cor- 
porate jet provides worthwhile 
advantages over public trans- 
port. This was demonstrated 
by the Gulf conflict; charter 
operators reported increases in 
business from travellers seek- 
ing security impossible for 
scheduled airlines. 


The Business Aircraft Users 
Association, the British Heli- 
copter Advisory Board and oth- 
ers, are fighting to keep as 
many airports as possible open 
for use by business aircraft, 
and seeking greater availabil- 
ity of smaller airfields. 

Michael Donne 







David Fishlock on developments in composite materials 


Big clean-up is under way 
to avoid microscopic flaws 


^HAT seems to separate 
jhgh-technology’’ - such as 
in aerospace - from other 
technology is the attention to 
industrial hygiene required to 
make it work. Aerospace 
requirements push many com- 
ponents close to the limits of 
their materials. Under these 
conditions small flaws, of no 
consequence normally, can 
grow very rapidly, with conse- 
quences that can he cata- 
strophic. The source of those 
flaws is often microscopic 
amounts of impurity - just 
plain dirt. 

A big debate is taking place 
in the aerospace industry 
about the best way to get 
cleaner materials for the most 
highly-taxed components such 
as turbine discs and blades in 
the engine, and undercarriage 
parts for the airframe. By 
cleaner is meant not just the 
amount of impurity but the 
nature, size and distribution of 
any inclusions. Can the suppli- 
ers reduce the maxim um size 
of any inclusions from under 
100 microns to 50, perhaps even 
to 25 microns? 

In principle, a less flawed 
turbine disc could mean a 
smaller one, spinning faster; 
hence more power from a ligh- 
ter engine. But the smaller the 
disc, the higher the stresses 
and the Smaller the dafart that 
the disc can tolerate. 

The designer tries to guaran- 
tee that the part will never toil 
by specifying that his materi- 
als must contain no defect 
greater than a certain size, far 
example. But at these dimen- 
sions it is very difficult to be 
sure you can even detect every 
si gnifican t defect, much less be 
sure about its size. 

One way of making cleaner 
metal for aerospace and other 
hi g hl y critical applications is 
called cold-hearth melting. 
This avoids any risk of the 
molten metal - nickel superal- 
loy, titanium alloy, etc - dis- 
solving imparities from fur- 
nace lining s. 

The US and Japan can pro- 
duce ultra-clean metal ingots 
as big as 10-15 tonnes by cold- 
hearth melting; Europe cannot. 
Britain, for example, has noth- 
ing bigger than a demonstra- 
tion cold-hearth furnace in Bir- 
mingham capable of making 
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50-kilogram ingots. 

This demonstrator, at the 
new Interdisciplinary Research 
Centre run jointly by Birming- 
ham and Swansea universities, 
will be used to try to show how 
cleanness correlates with 
improved performance, and 
whether the investment of per- 
haps £5m In a commercial cold- 
hearth furnace can be commer- 
cially justified. 

There are many designers in 
the aerospace industry who 
believe that they already have 
the materials needed to see 


tre for Exploitation of Sc ience 
and Technology (Cest), talks 
enthusiastically of the industry 
taking a holistic approach to 
advanced materials, in which 
the aerospace engineer seeks 
total integration, all the way 
from design to manufacture, to 
meet a particular product spec- 
ification. 

Cest is a think-tank set up in 
the late-1980s by 19 research- 
based British companies - 
among them Rolls-Royce and 
British Aerospace - to find 
ways of improving industry's 


In principle, a less flawed turbine disc could 
mean a smaller one, spinning faster; hence 
more power from a lighter engine 


them to the end of the century. 
What they lack is sufficient 
control over those materials. 

A new way of approaching 
materials technology is emerg- 
ing, which aims to control; 
manufacture - such as final 
purification - more tightly. 
Proponents claim that suffi- 
cient control alone will guaran- 
tee a sound product By con- 
trolling the process they can 
also react mare speedily when 
something strays from specifi- 
cation, before it produces a lot 
of scrap. 

For example, if the final 
purification is being done by 
plasma melting, it is possible 
to nse instabilities in the 
plasma arc as feedback for a 
very sensitive kind of process 
control 

Dr Bob Whelan, chief execu- 
tive of the think-tank, the Cen- 


exploitation of science and 
technology. 

Instead of taking the tradi- 
tional approach of making a 
material then manipulating it 
into the required shape, the 

materials would be maria anri 
shaped in the same operation, 
says Mr David Driver, a former 
Rolls-Royce engmam- who last 
year became head of projects 
for Cest's first technology 
transfer venture, the Centre 
for Adhesives Technology near 
Cambridge. 

The aerospace companies 
already have experience of this 
approach, dating from 
Rolls-Royce’s attempts in the 
1960s to make engine parts 
from glass, carbon and other 
strong fibres by "gbring” them 
into such shapes as blades, and 
even whole sab-systems of 
engines. 


Design studies suggest that 
if the engineer could fully 
exploit the hoop strength of 
continuously filament-wound 
parts, he could reduce the 
weight of important rotating 
components by 50 per cent, 
says Mr Driver. In an engine, a 
filament- wound annulus of 
composite material could 
replace a forged metal disc, for 
example. 

But with this approach the 
designer can go a big step fur- 
ther, Dr Whelan points out. 
Into his composite component 
he can incorporate sensors that 
will report continuously on the 
state of the structure - the 
stress it Is under, and how 
closely it is approaching its 
limit The result is what is 
becoming known as a “smart 
material ” - Qflfi that is self- 
znozntoring. Adhesives technol- 
ogy can also extend this kind 
of smartness to metal compo- 
nents. 

A Cest study* by Dr Stephen 
Timothy, published this spring, 
offers some examples of tire 
advantages of unproved mate- 
rials to the aerospace indus- 
tries. Dr Timothy was looking, 
he says, for opportunities Brit- 
ish industry might offer for 
cleaner, more consistent mate- 
rials. 

Aerospace has provided 
some important examples. He 
cites, for example, the fe et that 
a 10 per cent increase in the 
strength of an aircraft’s steel 
undercarriage could reduce the 
weight of its landing gear by 
5-6 per cent - some 200 kg for 
a typical 400-seat airliner. 

Dr Timothy concludes that 
aerospace trends suggest a 
steady fail in the amounts of 
nickel steel and titanium 
alloys used in the an g ina , and 
the emergence of composite 
materials early in the next cen- 
tury. 

He suggests that the chang- 
ing situation may call for a sin- 
gle advanced malting enmpany 

to supply the required range of 
m ptai, metal -matri x and inter- 
metallic products to aerospace 
specifications. 

* C ompetitiv e metal processing' 
by S.P. Timothy; The Centre Jar 
Exploitation of Science and 
Technology, 5 Aztec Road, Ber- 
ners Road, London N1 OPW 



Rolls-Royce Trent 


RoBs-Royce Trent designed for heavyweight long-range aircraft ' 

R&D projects are fewer but still demanding 

Investment peaks 


AEROSPACE requirements is 
one of the strongest forces 
driving commercial research 
and development today. Pro- 
jects are fewer but no less 
demanding even if govern- 
ments have coded about meet- 
ing the cost of such expensive 
pipe d reams as Hotol and Her- 
mes when prospective commer- 
cial support for space launch- 
ers Is so scarce. 

British Aerospace, as 
Europe’s biggest aerospace 
group, for example, spent more 
than £780m on research and 
development last year, of 
which £270m name from the 
shareholders and the other 
two-thirds mainly from the 
public parse. Rolls-Royce, 
Europe’s biggest aero-engine 
gr o up, spent £273m (up from 
£161m in 1989), largely to fund 
the development of its new 
heavy-thrust Trent engine. The 
company reported that 1990 
“saw the peak of the research 
and development investment 
programme, designed to pro- 
vide a full and competitive 
range of civil and military 
aero-engines”, it claims the 
R&D programme has doubled 
its market share in tire civil 
engine sector. 

To put the figures in better 
perspective, the total spent on 
R&D by these two companies 


exceeds the public commit- 
ment to academic science in 
Britain as represented by the . 
£1 bn “science budget” voted by 
par liament in support of the 
five national research councils 
»hia year, underpinning science- 
in higher education. A few mil- 
lion pounds from the aerospace 
industry’s budgets will also 
find their way into the imiver- . 
sities, in for instance 
Rolls-Royce’s long-term sup-., 
port of Warwick University as ' 
an integral part of its plans to 
introduce lightweight ceramic 
engine components early in the 
next century. 

Another important compo- 
nent of the UK effort in aero- 
space R&D is the Defence 
Research Agency, bom on 
April 1 this year. This is the 
organisation which amalg am- 
ates the non-nuclear defence 
research establishments such 
as the Royal Aerospace Estab- 
lishment, Famborough, into a . 
single agency headed by Dr 
Nigel Hughes, former director 
Of the Royal Signals and Radar . 
Establishment, Malvern. Its 
headquarters are at RAE Pyes- 
tock. 

The Defence Research: 
Agency is one of several new- 
technical agencies established 
within the British Civil Service 
“to improve efficiency, effec- 


tiveness and the quality of ser- 
vice through a more business- 
like approach”. It has about 
12£00 employees and a budget 
this year of about £690m. 
About 90 per cent of this bud- 
get comes from the Ministry of 
Defence, and 10 par cent from 
the Department of Trade and 
Industry. One important objec- 
tive is to attract commercial 
and overseas cash, for example 
hv renting its immense devel- 
opment resources and facilities 
by way of ranges, test tracks 
and wind tunnels. 

The agency is to remain a 

government organisation. “I do 

not believe that privatisation is 
an option - or is likely to 
become one in the foreseeable 
future”. Dr Hughes says. He 
also believes its present status 
will prove stable in any gov- 
ernment change. 

The agency must tread a 
narrow line between the com- 
mercial objective of maxim- 
ising its income from the pri- 
vate sector, the national 
requirement for a source of 
independent advice to govern- 
ment on the feasibility and 
progress of its main invest- 
ments in new national and 
international projects such as 
the European Fighter Aircraft 
(a £7bn development pro- 
gramme of which tire UK share 


is £25bn). But it can no longer 
rely on the Defence Ministry^ 
support but must be P re P ar " 
to compete for its contracts 
with other UK and overseas 
research centres. As its foun- 
ding chief executive, ur 

Hughes says he be g been deter- 
mined “that we should remain 
the scrupulously honest and 
moral organisation that we 
now are”. 

Outside the Defence 
Research Agency, and still con- 
trolled by the Defence Minis- 
try, are the nuclear weapon 
establishments - principally 
tire Atomic Weapons Establish- 
ment, Aldermaston - which 
design, develop, make and 
maintain Britain's nuclear 
warheads. This is Britain's 
nuclear weapon industry. It 
has aiwi (x n ru* lmda r new man- 
agement, however, as a result 
of an inquiry conducted for 
government by Lord Tombs, 
Rolls-Royce’s chairman, into 
delays in making the latest 
warheads. 

Althoug h it plainly had man- 
agement and recruitment prob- 
lems, tire new facility it has 
designed for handling fissile 
material^ such as plutonium is 
nerving pa the basis for a simi- 
lar facility piarm ad for tire Los 
Alamos National Laborato ry in 
New Mexico, where the first 
nuclear weapons were 
invented. “Research and more 
particularly the careful devel- 
opment of new, safer and more 

ca pable warhead riaaig na is the 

core of AWE’S business,” says 
Dr Ken Johnson, director of 
research and development. Its 
latest mission is to develop a 
new "smart” warhead for the 
RAF to replace its freefall ther- 
monuclear bomb. 

Europe's first satellite 
wholly devoted to remote sens- 
ing, the two-tonne ERS-l space- 
craft, designed for sun-synchro- 
nous orbit at 786km altitude 
and a life of three years, is tire 
biggest, heaviest and most 
complex satellite yet designed 
by the European Space 
Agency. 

Britain's £70m contribution 
to this project includes the 
microwave sensors that will 
permit ERS-l to penetrate 
cloud cover and darkness. Its 
data will be available through 
the new £20m Earth Observa- 
tion Data Centre set up at 
Farn borough by the British 
National Space Centre. 

But Britain backed out, in 
1967, of several expensive ESA 
projects, including Germany’s 
Hermes Spaceplane proposal, 
for which tire Paris-based ESA 
is seeking approval from the 
European Council of Ministers 
this year. 

David Fishlock 


BETTER DEFENCE SOLUTIONS COME FROM LOOKING AT THE WHOLE PICTURE. 
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• Observation satellites, optics 
and/or radar systems 
► Telecommunications satellites 
• Reconnaissance and 
electronic warfare drones 
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Airlines are braced for gregter^scrutiny by the EC. writes David Gardner 





ds for 


open skies 


EUROPEAN airlines, reeling 
from the recession, the conse- 
quences of their expansion 
Throughout the 1380s. and the 
extraordinary losses caused by 
the Gulf war. must now brace 
themselves for the third phase 
of the EC's drive towards 
“open skies". 

The overall aim of EC avia- 
tion policy is to have a fully 
liberalised industry by 1993. 
The Commission is also using 
its competition policing powers 
to prevent monopolistic merg- 
ers. more and more likely 
under the dual pressure of fall- 
ing profits and deregulation. 

The EC's deregulation drive 
spluttered into life with a first 
package of measures agreed by 
member states in December 
1987. This loosened govern- 
ment-to-governraent agree- 
ments to share passenger 
capacity and revenue between 
established carriers, conceded 
the principle of allowing air- 
lines to set cheaper fares with- 
out reference to their govern- 
ments, and introduced 
measures to allow easier access 
to new competitors, into a mar- 
ket which until then was a car- 
tel. 

This package had minimal 
impact until it was strength- 
ened through a second set of 
laws in .June last year. These 
allowed higher fare discount- 
ing, further reduced airlines 


ability to share capacity. ajJ 
gave- Brussels powers - 
enhanced - to stamp out preo 
atory pricing. . 

This is the fixing o* arnu 
dally low fares by large carri- 
ers. prepared to take teni P.’" 
rary losses to drive small 
competitors out or business. 

Commission competition iu>u 
transport officials concede, 
nonetheless, that both 
packages have so far iruled ^ 
lower prices significantly, 
underline that they have 
begun to bring pressure on up- 
line costs. . ... 

But this cosy worm win 
come to an end if Brussels gets 
through its third aviation pass- 
age between now and Januari 
1993. This genuinely open, skies 
policy includes radical propos- 
als on: . . 

b Airline licensing. From Ju|> 
next year common rules detail- 
ing capita] adequacy and tech- 
nical fitness will replace 
national licensing systems now 
used to reinforce nation?., 
monopolies. This is potentially 
the single most importacr 
weapon against barriers to new 
entrants. But. a senior trans- 
port directorate official cau- 
tions. “its efficacy depends 
obviously on where the levels 
are set." 

■ Double disapproval. This 
would mean that new fares 
□rooosed bv airlines could only 


be blocked if both governments 
at each end of the route 
opposed them, rather t han one 
M , at Present “The more lib- 
oral end of the route wins." a 
senior competition official 
explains. 


■. Cabotage. This would allow 
airlines from one member state 



Van Miert slots unpopular 


to offer domestic services in 
another. 

■ Fifth freedom. The right to 
take on board and deliver pas- 
sengers at intermediate points 
on scheduled routes. 

■ Slots. A measure to force 
established carriers to loosen 
their stranglehold on landing 
and take-off slots at hub air- 
ports. The idea is that slots 
which are unused or suddenly 


become available should be 
pooled, and at least half appor- 
tioned to new entrants. 

All this, it should be 
stressed, is the Commission's 
optimum programme; it is 
most unlikely to pass through 
the member states undiluted. 
On slots, for insrance. Mr Karel 
Van Miert. EC transport com- 
missioner, says: "It doesn't 
look as though we’ll get an 
early decision. Some govern- 
ments don't like it and most 
airlines don’t want it.” 

Early evidence of Dag air- 
lines' misgivings about liberal- 
isation emerged as a result of 
the Gulf war's catastrophic 
effect on their earnings. The 
Commission agreed to a three- 
month package of alleviating 
measures by. for instance, 
allowing carriers to band 
together and share capacity on 
routes which would not other- 
wise be serviced because of the 
fall-off in passengers. 

Unimpressed with the sched- 
uled carriers' calls for further 
relaxation, the Commission 
has increasingly turned from 
its regulatory to its competi- 
tion powers to try' to even the 
contest for smaller airlines. It 
is also straining to ensure that 
the restructuring of the indus- 
try - built in to the logic of 
liberalisation - goes ahead on 
fair-ish terms. Opinion is 
divided about its success. 


Air France, for example, was 
last year allowed to merge 
with Air Inter and UTA, two 
smaller national rivals. Brus- 
sels extracted the surrender of 
eight domestic routes, and the 
divestiture of Air France s 35 
per cent stake in TAT, the 
French regional airline, as its 
competition price. 

Brussels also objected to the 
now defunct Sabena World Air- 
lines fSWA) joint venture 
between the Belgian flag car- 
rier. British Airways and KLM 
of the Netherlands. 

The Belgian government has 
since decided to refloat the air- 
line through $lbn in state aid, 
about half to write off debt and 
half to restructure. Brussels 
must approve the recapitalisa- 
tion, and is also examining 
Paris's plans to endow Air 
France with nearly $400m in 
fresh capital. 

Senior Commission officials 
say the Sabena package is 
likely to be approved, provided 
there is a commitment that 
this is the last state bail-out, 
and it mak es more room for 
other operators. If, once its bal- 
ance sheet is clean, Sabena 
succeeds in finding a partner 
from a list of suitors including 
BA and Air France, it will have 
to satisfy Brussels that it will 
not be monopolising the sort of 
routes it would have done 
under the SWA deal. 


UK AIRLINE INDUSTRY 

Policy overhaul adds to 
problems of carriers 


THE past few months have 
seen the biggest overhaul in 
British civil aviation policy 
since the privatisation of Brit- 
ish Airways four years ago. 
But the government's decision 
to accelerate the process of 
opening rhe UK skies to 
greater competition has also 
coincided with one of the deep- 
est crises m the history of the 
industry. 

During the past three 
months, a series of events and 
decisions have turned the 
industry upside down. On the 
regulatory front. Mr Malcolm 
Rifkind. the transport minister, 
scrapped most of the London 
air traffic distribution rules 
and abolished the 10-year-old 
restrictions which had barred 
many scheduled airlines and 
charter operators from Heath- 
row, the world’s busiest inter- 
national passenger airport. 

The government also negoti- 
ated a new bilateral aviation 
agreement with the US which 
has further intensified compe- 
tition at Heathrow by allowing 
United Airlines and American 
Airlines, the two strongest US 
carriers, to replace Pan AM 
and TWA. at London's leading 
airport. The new bilateral 
agreement and the change in 
air traffic distribution rules 
also cleared the way for Virgin 
Atlantic, the carrier owned by 
Richard Branson, to compete 
against BA on the Heathrow to 
US routes. 

The Heathrow decision has 
also increased competition on 
lucrative long-distance routes 


to the Asia-Pacific region with 
airlines such as Cathay Pacific 
and All Nippon Airways 
starting Heathrow services to 
Hong Kong and Tokyo. To 
boost competition even more 
and encourage the develop- 
ment of a multi-airline indus- 
try in Britain, Mr Rifkind 
endorsed a Civil Aviation 
Authority ruling stripping BA 
of two of its slots at Tokyo's 
Narita airport and handing 
them to Virgin Atlantic to give 
Mr Branson's airline a better 
chance to compete on the Lon- 
don-Heathrow route. 

But although these moves 
have been described as “a tri- 
umph for fair competition" and 
“a start of a new era in UK 
aviation history", they have 
provoked considerable contro- 
versy and concern in parts of 
the industry worried by the 
implications of these various 
decisions on British aviation at 
a time of crisis. Indeed, the sec- 
tor suffered one of its biggest 
airline collapses with the fail- 
ure of Air Europe the week the 
government scrapped the old 
Heathrow access rules. 

Even before the collapse of 
Air Europe, four other smaller 
UK carriers folded during the 
past 12 months. The crisis in 
the industry and the implica- 
tions of the recent government 
decisions have also had pro- 
found repercussions on the rest 
of the airline sector and, in 
particular, on BA. 

Like other international air- 
lines. BA has been badly hit by 
the slump in the industry- 


caused by the combined effects 
of the Gulf war. higher fuel 
prices, economic recession and 
the decline in air travel. 

In February. BA traffic had 
fallen by as much as 27 per 
cent compared with the same 
period last year. 

But apart from the general 
recession in the industry, the 
recent government decisions 
have been a setback for BA. 
The opening up of Heathrow 
has hit BA at the heart of its 
main operating base. And 
while the new bilateral avia- 
tion accord with the US has 
given BA greater access into 
the US market, the arrival of 
new, stronger US airlines at 
Heathrow has stepped up com- 
petition on transatlantic 
routes, traditionally big money 
earners for the UK carrier. 

BA vigorously opposed the 
British government’s latest 
moves arguing that they would 
weaken the airline's competi- 
tiveness against other national 
carriers whose governments 
actively supported their efforts 
to develop globally. 

But BA has not stood still. It 
launched in April an unprece- 
dented promotion offering 
50.000 free tickets in an effort 
to revive its business and 
encourage people to travel on 
tfae airline. The airline is also 
continuing to seek new Euro- 
pean hubs at Brussels and Ber- 
lin to position it strongly in the 
European market ahead of the 
liberalisation of European air 
transport in 1992. 

Although the collapse of Air 



Richard Branson: competing with BA out of Heathrow 


Europe is an eloquent reflec- 
tion of the turmoil afflicting 
the industry, it has also in the 
longer term helped rationalise 
the sector. Dan-Air. the other 
Gatwick-faased airline strug- 
gling for survival last year, has 
been one of the main beneficia- 
ries of the demise of Air 
Europe. The airline's restruct- 
uring prospects have now been 
greatly boosted and Mr David 
James, its new head, is seeking 
to expand Dan-Air's European 
scheduled airline business. 

The failure of Air Europe 
has had beneficial effects for 
other charter carriers such as 
Britannia and Air 2000. These 
charter airlines have seen their 
business prospects considera- 
bly enhanced by the removal of 
a large competitor. 

However, the rapid changes 
in the UK's aviation regulatory- 
regime have exposed a number 
of problems which will have to 
be addressed if the govern- 
ment's “open skies" policy is to 
succeed fully. The biggest is 
undoubtedly the allocation of 


take-off and landing times, 
known as slots, at Heathrow. 
Although the scrapping of 
restrictions at Heathrow has 
enabled airlines, previously 
barred from the airport, to 
apply for rights to serve the 
airport they must also find the 
necessary dots to operate their 
new Heathrow services. 

At present there are few, if 
any slots available at peak 
hours at Heathrow. The gov- 
ernment is studying the issue 
and is expected to introduce at 
some stage a new system to 
ensure available slots for new 
entrants. 

But perhaps the most press- 
ing problem of all is the finan- 
cial squeeze facing the airline 
industry as a whole. The 
squeeze is particularly severe 
for smaller carriers. Unless 
they can secure the necessary 
financing to support new ser- 
vices, the development of a 
multi-airline industry in the 
UK might be compromised. 

Paul Betts 



Tornado: production programme has entered its final stages 


UK AEROSPACE INDUSTRY 


In the throes of a 
profound shake-up 


THE UK aerospace industry, 
the country's biggest exporter 
of manufactured goods, is in 
the throes of profound restruct- 
uring. 

The decline in government 
defence spending and shrink- 
ing defence export markets in 
the wake of east-west detente 
have accelerated the efforts of 
UK defence and aerospace 
groups to increase their pres- 
ence in the commercial aero- 
space market as well as to seek 
new opportunities to diversify 
operations. But, as if defence 
cuts were not bad enough, the 
commercial aerospace sector 
has now also entered a period 
of uncertainty and finan cial 
turbulence. 

The sweeping job cuts 
involving more than 20,000 peo- 
ple announced by UK defence 
and aerospace companies are 
an eloquent reflection of the 
magnitude of the industry's 
problems. The Gulf war has 
had little impact on the under- 
lying trend of long-term reduc- 
tions in defence spending, 
while the financial crisis of the 
airline industry has increased 
the risk of deferments and can- 
cellations for new commercial 
aircraft orders. 

Unless the airline industry 
recovers before the end of this 
year, aerospace manufacturers 
acknowledge the commercial 
side of their business will feel 
the pinch. But the industry 
remains confident about the 
longer-term growth prospects 
for commercial aerospace, 
driven by the steady growth of 
air travel demand expected to 
average about 5.75 per cent a 
year during the 1990s. The 
question, however, is how rap- 
idly the industry will recover 
its traditional growth pattern 
interrupted by the Gulf war 
and the economic recession in 
the UK and in other western 
markets. 

British Aerospace and 
Rolls-Royce, the UK’s two lead- 
ing aerospace groups, have 
reacted by restructuring their 
defence and commercial aero- 
space operations as well as by 
seeking greater diversification 
to give their groups a more bal- 
anced and counter-cyclical 
portfolio of activities. 

BAe has conducted reviews 
of its military and commercial 


aircraft businesses. The mili- 
tary aircraft review resulted in 
the decision to close two plants 
at Preston, Lancashire, and 
Kingston-upon-Thames by 
early 1993. with the loss of 
5,000 jobs. The review of mili- 
tary operations was precipi- 
tated last July after the gov : 
eminent cancelled 33 Tornado 
combat aircraft for the RAF. 

With the Tornado and Har- 
rier programmes entering their 
final stages, BAe was under 
pressure to rationalise its mili- 
tary aircraft operations. More- 
over, there is still uncertainty 
over the scale and timing of 
the start-up of production of 
the European Fighter Aircraft 
fEFA), the three-nation Euro- 
pean fighter aircraft which will 


The industry remains 
confident about the 
longer-term growth 
prospects for 
commercial aerospace 


replace the Tornado. 

The military aircraft review 
was followed by a similar exer- 
cise in BAe’s commercial air- 
craft division. The study, com- 
pleted in March, will involve 
about 2,500 job cuts. BAe plans 
to rationalise assembly of its 
146 regional jet by making 
Woodford, near Manchester, 
the sole site for final assembly 
of the 146 and ATP turbo-pro- 
peller commuter aircraft 

BAe explained that the 
restructuring of its military 
and commercial aircraft 
operations had become “imper- 
ative” for maintaining a com- 
petitive position. Even though 
the company expects its 20 per 
cent stake in the European Air- 
bus programme to become a 
dominant part of its commer- 
cial aerospace activities, it is 
under pressure to continue 
improving productivity and 
reducing costs in the face of 
the competition in the commer- 
cial aerospace market for large 
airliners and smaller regional 
and commuter aircraft. 

Rolls-Royce has also begun 
restructuring its military and 
commercial aircraft engines 
divisions involving cutting the 
company's 60.000-strong work- 


force by 6.000. 

The company is now com- 
mitted to heavy research and 
development spending on its 
new large Trent engine pro- 
gramme. But it is facing fierce 
competition from its two larger 
US rivals, Pratt & Whitney and 
General Electric, in the emerg- 
ing market for heavy thrust 
engines to equip the new gen- 
eration of wide-bodied aircraft 
being developed by Boeing, 
McDonnell Douglas and the 
European Airbus consortium. 

BAe and Rolls-Royce, like 
most of the UK aerospace 
industry, continue to seek 
greater collaboration and part- 
nership ties with other interna- 
tional aerospace groups. 

Rolls-Royce has reached a 
partnership agreement with 
BMW of Germany in the 
aero-engine sector. It is also 
discussing co-operation in new 
supersonic and military 
engines with Snecma of 
France. Rolls-Royce has 
acquired the NEI engineering 
company while BAe has diver- 
sified into motor vehicles, con- 
struction and property, tele- 
communications and airport, 
among other sectors. In the 
defence business, BAe is 
increasingly setting its sights 
on becoming a prime contrac- 
tor of large defence related ser- 
vices. 

UK aerospace components 
manufacturers have also been 
seeking to increase their busi- 
ness of supplying parts and 
systems to the commercial sec- 
tor to offset the decline in their 
traditional military business. 

The new Boeing 777 wide- 
bodied airliner programme has 
recently been providing wel- 
come new orders for UK aero- 
space suppliers such as GEC- 
Avionics, Smiths Industries 
and Hawker Siddeley. GEC- 
Avionics also recently won 
orders worth more than $500m 
to supply flight computers and 
cockpit display systems for the 
next generation of US stealth 
fighter aircraft, making it the 
only large British supplier for 
the new US Advanced Tactical 
Fighter CATF) to be built by a 
consortium including Lock- 
heed, Boeing and General 
Dynamics. 

Paul Betts 
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No m after how busy your schedule, put this evert in 
your diary now It's an even; ?hai no serious 
international air traveller should miss. 

This is the biggest exhibition of its kind outside North 
America. With all the latest corporate and commuter 
aircraft or. show - and available for demonstration - 
pljs ail associated services - the Flight International 
Business and Ugh) Aviation Exhibition provides the 
ideal opportunity to test the new designs, check out 
tne competition, lake advantage ol the hospitality - 
and have one of your most productive and enioyabie 
business tnps in years. 

A!) the leading names in business are) light aviation will 
D? there - as will all the people to whom air travel is 
not only second nature, but necessary to their success 


Access to North v/eaid Airfield is easy by air. road or 
rail Jus; three mils the M25. twelve miles from 
Siansted Airport and five miles from British Rail 
Harlow, and jus; 200 yards from North Weald 
Underground. And course, you can fly direct to 
North Weaij sirii-itf ^ no landing or parking lees. 

Em ranee io n-, e gut- on any of the three days is £20. 
However tor pnonr,. sdsets. please complete the 
coupon belo.v and -.end ft together with a cheque for 
£7 50 per ticket. pa . aWe t0 Right International 
i'3dLAi. :o tne Tn*a Booking Office at the address 
indicated 

Or present \br completed coupon when you amve at 
the Airfield lor 50'-, , aJuetion on the entrance price 


ADVANCE PRIORITY TICKETS 

Aiease send priority tickets at £7.50 each for the Business and Lien; Avtsikjo Exhibition on 
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I enclose a cheque for £ . — 

Please debit my credit card Access □ Ame- _j Visa Q Expiry dale 
I I I I I ! I I I I ! ! I I i I ! Signature 

Completed coupons should be sent to. 

The Ticket Booking Office, Right International (B&LA), PQ Box 217. Waidstote 9LT. 

For credit card bookings tel: 0622 721212. Fax completed coupon ts this 725552. 



GERMANY 


Pell-mell expansion has 
sparked controversy 


FTS 


WITH uncertainties clouding 
the defence sector and the 
international airline industry 
staggering under recession and 
the aftermath of the Gulf war, 
this hardly seems an ideal 
moment to diversify into the 
aerospace business. 

Yet that is the goal of 
Daimler-Benz, Europe's largest 
vehicle manufacturer, which 
over the past six years has 
built a substantial presence in 
the industry by taking over all 
Germany's principal aerospace 
and defence companies. 

Daimler's acquisition of 
manufacturer Dormer in 1935 
was followed by the purchase 
of control of diesel and aero 
engine maker Motoren und 
Turbinen Union (MTU) and. in 
1969, of the federal govern- 
ment's 51 per cent stake in 
Messerschmitt Bolkow Blohm 
(MBB). the country's biggest 
aerospace and defence group. 

The pell-mell expansion has 
sparked lively controversy. 
Some question the industrial 
logic of the acquisitions and 
doubt whether even a company 
with Daimler’s management 
and financial strengths can 
handle such radical diversifica- 
tion. 

Others fear the strategy may 
succeed too well. They include 
those in Germany hostile to 
the defence industry and aero- 
space companies in other coun- 
tries worried they may soon 
face a powerful new competitor 
backed by the resources of the 
German government. 

Daimler says two motives lie 
behind its strategy. One is to 
offset the impact of stagnating 


vehicle sales by acquiring a 
stake in high-technology 
growth markets. The other is 
to apply advanced technologies 
from its new acquisitions to its 
cars and trucks. 

However, there are still a 
number of difficult hurdles. 
The first is to weld together its 
disparate aerospace and 
defence interests. Though they 
have been grouped in a new 
division. Deutsche Aerospace 
(Dasa). their structure has yet 

Some question the 
logic of the 

acquisitions and doubt 
Daimler can handle 
such diversification 

to be rationalised and their 
management Integrated. 

A still bigger challenge 
Daimler has set itself is to 
transform its aerospace 
operations from their post-war 
role as mere sub-contractors 
into a broadly-based business 
with the skills and resources 
needed to act as leader of large 
international projects. 

To do this, it is counting 
partly on corporate alliances 
designed to enlarge its range of 
technologies and experience 
and to provide the scale needed 
to be a credible bidder on inter- 
national programmes. 

in the past IS months. MTU 
has joinad forces with Pratt & 
Whitney of the US in aero 
engines, while MBB's helicop- 
ter interests have been placed 
in a joint venture with Aero- 
spatiale. 


More recently, Dasa has 
linked with Aerospatiale and 
Alenia of Italy to make and 
market their regional aircraft 
and develop jointly a proposed 
130- sea ter commuter jet 

However, Dasa is still 
looking for a big programme to 
lead. The company cannot 
count on help from the defence 
side of its business, where 
orders are set to decline once 
production of the Tornado - 
its only fixed-wing military 
project -■ ends next year. 

Indeed, it may have diffi- 
culty keeping its military pro- 
duction lines occupied unless 
the German government over- 
comes its recent hesitation 
about whether to back the 
planned European Fighter Air- 
craft (EFA) beyond the devel- 
opment stage. 

In the civil field. Dasa has a 
large backlog of Airbus work. 
However, though the company 
is a big shareholder in the Air- 
bus Industrie fAI) consortium, 
it produces the technically less 
sophisticated parts of the air- 
craft. 

Furthermore. adverse 
exchange rate movements have 
undermined the profitability of 
such work. Even though the 
German government indemni- 
fies Dasa against losses caused 
by weakness of the dollar - in 
which aircraft sales are priced 
- the US currency had until 
recently sunk below the 
DM1.60 rate beyond which the 
guarantee runs out 

To make Airbus more effi- 
cient. Daimler has been press- 
ing to have the AI consortium 
turned. intp_a_Drooer enmmer- . 



Daimler-Benz chairman Edzard Reuter: diversification policy 


cial enterprise under indepen- 
dent management. But while 
that could make the pro- 
gramme more profitable, it 
would be likely to reduce 
rather than increase Dasa's 
industrial involvement in it. 

Hence, Dasa is pinning ambi- 
tions for project leadership on 
the proposed joint venture to 
develop a 130-seater commuter 
aircraft. In which it would ini- 
tially own a 50 per cent share. 

But the project is politically 
highly controversial 

The issue seems likely to be 
resolved in Bonn, which will 
be asked by Dasa later this 
year to finance half its share In 
the cost of developing the pro- 
posed 130-seater. According to 
Mr tiirgen Schrempp, Dasa's 
president, the programme will 
not be viable without subsi- 
dies,, „ 


The request threatens to 
confront the federal govern- 
ment with a difficult choice. Its 
budget is already stretched by 
the costs of German unifica- 
tion, and to grant aid on the 
scale required by Dasa would 
be likely further to enrage the 
US, which is already deeply 
exercised about government 
subsidies to Airbus. 

The aerospace and defence 
businesses worldwide have 
long been driven as much by 
politics and national prestige 
as by hard commercial logic. 
How the German government 
reconciles these different 
impulses is likely to have wide- 
ranging implications not only 
for Dasa but for the future 
direction of the industry in the 
rest of Europe. 
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, Many of the prob- 
‘ lems facing our 
planet can only 
. be solved with 
the help of key 
technologies. 
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Maybe it's because we're 
only bum an, and all humans 
are inquisitive. 

Maybe it’s because working 
together with companies in 
Europe and throughout the 
world helps generate even 
better ideas. 

Maybe it’s because our work 
in the fields of aerospace, 
defense and propulsion sys- 
tems technology involves 
virtually all areas of science. 
Maybe it’s because we always 
want to be one step ahead of 
the competition. 

Whatever the motive force 
behind our thoughts and 
actions, our ultimate concern 
is the development of new 
products to help us solve a 
host of the problems facing 
our planet. 

The best way we know how. 
With high technology. 

Come and visit us at the 
Airshow Paris - Le Bourget 
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Deutsche Aerospace 

A company in the Daimler-Benz Group. 
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Leslie Colitt assesses the_choices_for p | a nners 


fee sites for new 


Berlin airport 


THE search for Berlin 
International, the future air- 
port which will serve the Ber- 
lin region of 5.2m inhabitants, 
has narrowed to three possible 
sites. 

One of them is a Soviet mili- 
tary airfield at Sperenberg 
south of Berlin which is to be 
handed back to the German 
government by 1994. The air- 
base lies well to the sooth of 
Berlin in a sparsely-populated 
area as does an alt e rn a t iv e site 
on Genshagener Heath. Both 
would be connected to the capi- 
tal by a rapid rail system. 

The third and least costly 
choice would be Schdnefeld- 
Sud near the existing Schone- 
feld Airport just ou tside Berlin. 

This solution, however, is 
rejected by officials of the city 
and the adjoining state of 
Brandenburg. They note that 
an enlarged Schdnefeld Airport 
would be environmentally 
undesirable and that its loca- 
tion an the eastern periphery 
of Berlin makes access difficult 
from the western part of the 
city. 

A study of Berlin's future 
air, rail and road traffic by the 
Daimler-Benz group - which is 
a producer in all three trans- 
port sectors - stressed the 
urgent need for a new airport 

It noted that Tegel airport in 
west Berlin and Schonefeld air- 
port could be expanded to a 
maximum of 24m passengers 
annually in the next 20 years. 
By 2010, however, Berlin would 
generate air traffic of well over 
30m passengers. 

The new airport was likely 
to take over the functions of 
both Tegel and Sch&nefeld, the 
study said. It would serve as a 
“crystallisation point" for 
industrial and service compa- 
nies which would locate in the 
area. 

Mr Robert Grosch, head of 
Berlin’s Airport Company, esti- 
mated the cost of a new airport 
with a capacity of 50m passen- 
gers at up to DMl2bn (J7bn). 

An investment of this magni- 
tude, however, only made 
sense if the other Berlin air- 
ports were closed down. But he 
questioned whether such a 
mega-airport was the best 
answer for Berlin. 

Instead of one giant facility 
which in any event would not 


S'Kfflraas’ft 

airports for Berlin- nwH 1 
It was widely assugej™ 
now that Tegel airport: m west 
Berlin would be dosed 
after a new airportwas^ 

Tegel has reached its 

7m passengers 

gap measure, is to oe exF'* u “ c « 
to handle 12m. , ch . t 

Mr Grosch suggested tfcd 
Tegel could be maintained 
into the next c ® nt, E ,£2? 
would be able to handle cate; 
eorv 4 (low noise) aircraft 
which would satisfy noise- 
plagued citizens. , w 

An attempt last year to shffi 
some of the newly-arnv^afr; 
lines in Berlin from 
Schonefeld Airport met with 
howls of protest _ 

Only Lufthansa, the German 


A study of future air* 
rail and road traffic.-, 
stressed the urge™ 
need for a new airport 
which would serve as 
a crystallisation point 
for Industry and 
services 


airline, agreed to use Sciatae- 
feld - with its "sociafrst 
charm”, as one official pot.lt 
- but withdrew earlier this 
year muter pressure from disaf- 
fected passengers. 

Schdnefeld handled 3m pas-' 
senders in 1989 but has been 
hit by the collapse of east Ger- 
many's former state airline 
Interfiug. 

Schdnefeld is to be modent 
ised and expanded to a capac- 
ity of 5.5m passengers in the 
next few years. A consortium 
of companies, including Man- 
n flsmann, AEG, Deutsche Aero- 
space and leading German . 
banks has agreed to invest 
DM300m to this end. 

The consortium noted that 
Schdnefeld could be expanded 
to handle up to 27m passengers 
within 20 years at a cost rf 
nearly DM4bn. 

Expanding Schdnefeld info 
the main airport for longer- 
haul flights would thus have 
the advantage of lower costs, a 
location much closer to the 


gty centre and an earlier com 
Pletion date, Mr Grosch 
signed. 

Mr Burkhard Kieker. head of 
r apidly expanding 
rase in Berlin, took a dim view 
of retaining either of the air- 
ports Tegel could not be 
®j*panded without incurring 
wrath of nearby dwellers 
while Schdnefeld took more 
™an an hour to reach from the 
centre of west Berlin. 

This was longer than it 
would take for a fast train to 
reach a new airport built 30km 
or 40km from the city. 

Such a new airport, which 
Would become the thir d air 
hub for Germany, would matrfi 
Munich n in modernity, Mr 
Kieker noted. Like Munich n 
and unlike Frankfurt Airport, 
BI would be an airport of short 
ways for passengers. 

The terminal buildings 
would be located b e twee n two 
runways, a ppr oxim ately L5km 
apart 

Once the green light was 
given construction of BI could 
proceed rapidly as the plans 
for Munich II muiH be easily 
adapted to the new Berlin air- 
port 

Mr K ieker noted that BI was 
likely to become the largest 
German airport as F rankf urt 
could not he expanded and 
Mun ich n had reached capacity 
even before it began operating. 
This was yet another reason 
the new airport should be 
located in a thinly-populated 
area to the south of Beriin. 

. One of the few near-certain- 
ties at this point is that Tem- 
pelhof airport in the heart of 
Berlin which dates from the 
1930s will be phased out once 
the US Air Force base there is 
vacated in 1994. 

In addition to Lufthansa, 
which is now the leading user 
of Tegel Airport after taking 
over tiie Inner-German service 
of P an Am, a flock of new carri- 
ers have been attracted to the 
city. British Airways, faced 
with the prospect of having to 
reduce its inner-German ser- 
vice by 20 per cent annually, 
has joined with a German con- 
sortium to create a new airline 
of German registry which is to 
continue the service and 
expand it to other European 
destinations. 


Flight line at Boeing's test and delivery centre 


Pentagon cuts force US aerospace industry to switch focus 


Banking on civilian orders 


THE US aerospace industry is 
in the middle of a radical 
shake-out as it grapples with a 
sharp downturn in American 
defence spending and ner- 
vously eyes its record backlog 
of civilian aircraft orders for 
signs of this side crumbling 
too. 

Thousands of workers have 
been laid off and capital bud- 
gets slashed at the leading 
defence contractors over the 
past two years as companies 
restructure to cope with a 
world where the Pentagon's 
equipment budget is falling 
rapidly. 

The process is far from over. 
For example, Mr W illiam 
Anders, the chairman of Gen- 
eral Dynamics, the number 
two defence contractor, expects 
the company's payroll to 
shrink some 35 per cent 
between now and the mid- 
1990s, from 92,000 today to 
around 60,000. 

The change in the defence 
outlook is also forcing aero- 
space companies to make 
important long-range decisions 
over their management 
systems and strategic direc- 
tion. For example, McDonnell 
Douglas, the largest defence 
contractor, has spent the past 
two years introducing the 
leaner production methods 
advocated under the Total 
Quality Management system. 


General Dynamics is cutting 
back on its research budget, 
rather than simply hoping to 
recoup R&D costs in produc- 
tion runs. 

Lockheed is diversifying 
away from aerospace, trying to 
Utilise its skills in handling 
large contracts for government 
departments in fields such as 
environmental controls and 
airport development 

Behind such initiatives lies 
the fact that US defence spend- 
ing is likely to drop by around 
5 per cent a year over the next 
five years. 

The space-related business 
looks much healthier, but 
here hopes of increased busi- 
ness in the 1990s may be 
dashed. Only this month a con- : 
gressional sub-committee voted 
to rad 1992 funding for the sup- 
posed centrepiece of the gov- 
ernment's space pro- 
gramme - a vast outpost in 
space which could house four 
astronauts. 

The industry is hoping that 
some of this pain will be allevi- 
ated by strength on the civil 
aviation side, where the two 
large US manufacturers, Boe- 
ing and McDonnell Douglas, 
are sitting on order hooks 
worth more than SlOObn. 

But the sharp drop in air 
travel produced by the Gulf 
war, together with the finan- 
cial problems of the US airline 
industry and a general global 
economic slowdown, could 
sharply reduce that figure. 

The biggest short-term effect 
of the slowdown in traffic has 
been on aero-engine manufac- 
turers, whose most profitable 
business is the supply of spare 
parts. Fewer flights and tighter 
inventory controls by airlines 
have meant a drop in engine 
spares business, forcing lay- 
offs at Pratt & Whitney and 
General Electric. 

The aircraft manufacturers 
themselves profess to be san- 
guine, arguing that any Gulf- 


related loss of traffic will be a 
very temporary blip. They say 
they have yet to see a signifi- 
cant downturn in the order 
book and they argue that, over 
the long term, air traffic is 
bound to keep growing. Boeing 
forecasts that the size of the 
market win double by 2005. 

Boeing, the world’s largest 
aircraft maker, is in good con- 
dition to withstand a sudden 
squalL It has the strongest bal- 
ance sheet in the US industry 
anti aarri«i $L38bn last year. 

McDonnell Douglas has far 
less room for error. It lever 
aged itself up with debt to 
develop its new airliner, the 
MD-ll, a wide-bodied three-en- 
gine jet, the successor to the 
DC-10. The MD-ll recently 
began rolling off its Long 
Beach production line, and it 
needs the cash flow from 
strong sales of the aircraft to 
help bring its borrowings down 
to a more comfortable level. 

Both companies also face 
considerable capital expendi- 
ture programmes over the next 
few years. Boeing, which 
makes four models — the 737, 
757, 767 and 747, is developing 
tiie 777, a 400-seat twin-engined 
jet which will fill the market 
gap between the 767 and 747. 

McDonnell Douglas makes 
only two civilian aircraft - the 
MD-ll and the medium-range 
MD-80. But it wants to develop 
a stretched version of the 
MD-ll, called the MD-12X, 
which would compete with the 
Boeing 747-400. However, the 
capital costs will be so great 
that it is seeking equity part- 
ners from the aerospace indus- 
try to help bear the load. 


Far years McDonnell Doug- 
s has relied on its profitable 


las has relied on its profitable 
military side to bail out its 
loss-making civil aircraft 
operations. But the run-down 
in defence spending means 
that the future of the company 
depends as never before on 
making the Long Beach 


operations consistently profit- 
able. 

While almost all the US 
defence comp anie s will have to 
scale down their operations to 
some extent, the contraction of 
tiie sector through the 1990s 
will hit some companies harder 
than others, depending on 
their product mix and how suc- 
cessful they are in winning the 
few re maining contracts On 
offer. 

For example, a partnership 
between Northrop and McDon- 
nell Douglas lost out in April 
to one comprising Lockheed, 
Boeing and General Dynamics 
for what is likely to be the last 
great defence jet contract of 
the century - the Advanced 
Tactical Fighter. 

The outcome win have the 
most impact on Northrop, 
since it wfll increase its very 
heavy reliance on the B-2 
bomber, a programme which 
has been cut back by the Pen- 
tagon and may be further 
reduced by Congress. North- 
rop, which already makes fuse- 
lages for the Boeing 747 and 
other civil aircraft sub-assem- 
blies, is now planning to 
expand the non-mwtary side of 
its bumness. 

Victory was not nearly so 
crucial for Lockheed, which 
got out of the civilian aircraft 
business in the 1981 slump, but 
the ATF will underpin the 
future of Its aircraft 
operations. 

Moreover, an agreement by 
the Pentagon to move away 
the fixed price contracts which 
it favoured during the 1960s 
should save Lockheed and its 
partners from big losses on the 
programme. Fixed price con- 
tracts have inflicted serious 
financial damage on several 
aerospace companies over the 
past few years, notably Gen- 
eral Dynamics and McDonnell 
Douglas. 


Martin Dickson 


US AIRLINES 


Limping carriers face a 
long battle for survival 


TO SAY that the US airline 
industry has just been through 
a bout of extreme turbulence 
would probably be an under- 
statement In 1990, the sector Is 
reckoned to have made a 
$2.4bn loss, with the bulk of 
that record figure falling in the 
last three months. 

In part these troubles stem 
from the same factors that 
have bedevilled airlines across 
the world. The cost of fuel - 
around 15-20 per cent of an air- 
line’s total operating expenses 
- rose sharply in the wake of 
Iraq's invasion of Kuwait. 
Then the slump in interna- 
tional traffic, which developed 
when the Gulf war began and 
potential customers worried 
about terrorist threats, dealt a 
second blow early this -year. 

But Gulf-related problems 
are only part of the story. For a 
start, many airline companies 
had entered the Nineties with 
seriously overstrained balance 
sheets. 

This financial weakness 
stemmed, largely from the 
enthusiasm for leveraged deals 
in the previous decade, and the 
fact that many alrlfna compa- 
nies, with attractive assets ami 
good cash flow, were ideal tar- 
gets for this type of transac- 
tion. Trans World Airlines, 
Northwest Airlines , USAir and 
Continental, to varying 
degrees, all bear tiie scars of 
hefty debt-financing. The two 
largest US airlines, American 
and United, also came into the 
leveraged bidders* sights, but 
eventually escaped intact 

Moreover, the Gulf-related 
slump came at a time when the 
airlines* domestic market was 
already bring hit by the slow- 
ing of the US economy. Domes- 
tic traffic was fiat in 1989 ami 
rose by only 2J2 per cent in 
1990. Even in 1990 this modest 
growth was easily outstripped 
by the 5.5 per cent increase in 
capacity. In the early months 
of 1991 there has been a decline 
in domestic traffic, year-on- 
year, and some pundits suggest 


that this may continue for the 
whole of the year. 

Finally, costs - fuel aside - 
have been rising. On the 
labour front, for example* 
Delta set the pace last summer 
when it gave its pilots a 12.5 
per cent pay rise over the next 
four and a half years. 

This combination of factors 
has had various implicati o ns: 

First, from an operating 
point-af-view, tiie presence of 
so many stru ggling airlines ' 
has exacerbated price wars and 
led to a severe wave of price- 
discounting: These have gener- 
ally been countered by the 
stronger carriers, winning 
back market share but reduc- 
ing yields all round. 

Second, a number of carries 
have sought the protection of 
the bankruptcy courts. This 
trend was started fay Eastern 
Airlines in 1989, but followed 
by Continental, Pan Am, and 
Midway, the smaller regional 
aii-tine s, in either late 1990 or 
earlier this year. So far, only 
Eastern has passed from bank- 
ruptcy to an effective liquida- 
tion. Continental, by contrast, 
has struck an aggressive pose 
- repainting its fleet and 
insisting that ft is more inter- 
ested in expansion than down- 


Brave though this sounds, 
the carrier - which does have 
the advantage of. a low-cost 
structure and some attractive 
assets - still has to persuade 
holders of its very substantial 
debt to swap into equity at 
some stage. Pan Am mean- 
while, has survived in spite of 
an acute cash crunch during 
the winter, but many observers 
suspect that the only ultimate 
solution is for .the airline -to 
find a willing buyer. 

While life has been acutely 
pai nf ul for the struggling carri- 
ers, it has at least offered 
opportunities for the larger, 
and financially stronger air- 
lines. The fikes of American, 
United and Delta have been 
aggressive purchasers of assets 


over the past 18 months . - 
ranging from highly-publicised 
rente deals to landing slots, 
gates and other facilities. 

Perhaps tiie most conten- 
tious transactions were 
planned purchases by Ameri- 
can. and United of the Heath- 
row routes belonging to TWA 
and Fan Am respectively. Both 
deals provoked lengthy inter- 
governmental negotiations, but 
were eventually concluded to 
the US carriers’ satisfaction. 

The fervour with which 
American and United pursued 
these t ransac ti ons underlines 
the importance attached to 
expanding international 
operations. It is easy to see 
why. Far a start, international 
traffic has been a rapid growth 
area in recent years - in sharp 
contrast to the depressed 
domestic market. ' Moreover, 
both airlines appear to- be set- 
ting down markers for a large 
role in international travel 
over the next decade. 

Taken together; many 
observers argue that adds up 
to the last leg of a shake-out in 
the industry. In the wake of 
deregulation, in 1978, new low- 
cost competitors flooded into 
the industry. That, in turn, led 
an to a slow consolidation pro- 
cess - and the extreme profit 
pressures of the past few 
months have undouhtahly 
accelerated this trend. 

Many pundits suggest that 
only American, United and 
Delta are likely to make the 
category of “super-carriers”, 
with vast international net- 
works in the years ahead. .The 
likes of TWA and Pan Am may 
yet bmp along, but it is hard to 
see what thefr tong-term fixture 
holds. And perhaps most inter- 
est will be focused on. ttm. mid- 
dle-ranking carriers - USAir, 
Northwest -and. Continental - . 
who may face a long battle, but 
certainly possess some ammu- 
nition, as they try to remain in 
the survivors' category. 


CANADA 


Clouds 


on the 


horizon 


TWO events in May sum up 
the combination of promise 
and pitfalls which seem to 
mark the fixture of Canada's 
aerospace industry. 

In Montreal, spirits were 
bnoyed by the first flight- of 
Canadair’s 50-seat Regional 
Jet. With deposits paid on 100 
aircraft, Canadair is confident 
this enlarged version of Its 
Challenger hnsiness jet will 
garner a larg e slice of the com- 
muter aircraft market. 

The mood was more glum, 
however, at Toronto-based De 
Havilland of Canada. Senior 
executives of Aerospatiale of 
France and Italy’s Alenia, 
which have proposed busring 
De Havilland, announced they 
would need up to C$500m in 
government aid to ensure the 
viability of the struggling 
commuter-aircraft maker. 

“There’s a fair degree of 
optimism for civil aviation,” 
says Mr Ken Lewis, president 
of the Aerospace Industries 
Association of Canada, “but 
litis clouded by what’s going to 
happen to De Havilland.'’ 

De Havilland, venerable 
maker of the Tiger Moth, Twin 
Otter and more recently the 
fixuvengine Dash 7 and twin- 
engine Daieii g, ha< reached a 
crossroads. 

The two European compa- 
nies want to buy De Havilland 
from Boeing to give them a 
manufacturing and marketing 
base in North America. But 
they also recognise the need 
for crucial surgery on a com- 
pany which has lost money for 
most of the past decade and 
settled only one round of 
recent labour negotiations 
without a strike. 

Alenia and Aerospatiale 
have made it clear that 
whether De Havilland contin- 
ues as a builder of sophisti- 
cated aircraft or is reduced to 
a parts maker will depend 
largely on inducements from 
the Canadian and Ontario gov- 
ernments, and the co-operation 
of the 5,000-member work- 
force. 

“If there is no water, the 
plant won’t grow,” was the 
way Alenia’s president Mr 
Eausto Cereti put it 
Pending government deci- 
sions are crucial to the fixture 
of several other areas of Cana- 
dian aerospace. 

One is tire New Shipborne 
Aircraft (NSA) programme, a 
collaborative effort involving 
tiie Canadian, Italian and Brit- 
ish navies. Canada could order 
up to 50 helicopters under the 
NSA programme, most of 
which would be used in con- 
junction with the new frigates 
under construction at ship- 
yards in Quebec and New 
Brunswick. 

Ottawa is considering a bid 
submitted by European Heli- 
copters, a consortium of 
Britain’s Westland Helicopters 
and Agusta of Italy. The avion- 
ics for the Canadian compo- 
nent would be. supplied by 
Montreal-based Paramax, a 
subsidiary of tiie US computer 
systems group Unisys. 

A military evaluation team 
expects to submit its recom- 
mendations on price and 
industrial benefits to the gov- 
ernment by the end of June. 
But a go-ahead for the NSA 
project has been delayed for so 
long ite initials are now 
known in tiie industry as No 
Such Aircraft. 

But a defence department 
official acknowledges that 
with decisions to be taken by 
tiie Italian and British govern- 
ments too, “there may be rea- 
sons beyond our control why it 
may not be possible”. 

On another front, a decision 
is expected by autumn on bids 
to privatise pilot training for 
the Canadian armed forces. 
The main contenders are a 
consortium including British 
Aerospace and Canadian Heli- 
copters; Canadair; and CAE, 
tiie Toronto-based suppliers of 
flight simulators. 

In civil aviation, the govern- 
ment is at an advanced stage 
of negotiating the purchase iff 
42 microwave landing systems 
from Mtenmav, a Nova Scotia 
company owned jointly by 
Canadian Marconi and the 
IMP Group of Halifax. The 
company expects a contract to 
be finalised by mid-summer. 

The slump in orders for air- 
craft engines has forced Pratt 
A Whitney Canada to lay off 
1,200 workers, about 10 per 
cent of its workforce. The com- 
pany’s Montreal factory speci- 
alises in gas tnrhliien, mainly 
for the general aviation and 
commuter-aircraft market. 

Even Canadair, mnVw af tte 
new Regional Jet, has been 
farced to- trim its sails. Orders 
for several RJs have been can- 
celled or downgraded to 
options. The company expects 
to deliver 22-24 Challengers 
this year, about the aanw num- 
ber as 1990, but well below the 
taigetofdO. 

Besides grazing 19 for the 
RJ, Canadair has put much of 
its energy into dovetailing its 
operations with Leaxjct, the 
US business jet maVw bought 
by Cauadair’s parent Bombar- 
dier a year ago. ' 
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BETTEl DEFENCE SOLUTIONS COME FROM LOOKING AT THE 
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® Observation satellites, 
optics and/or radar systems. 
° Telecommunications 
satellites. 

® Reconnaissance and 
electronic warfare drones. 


DECIDE 

• Image and signal 
processing. 

• Integration of intelligence, 
information and command 
systems. 

• Mission planning. 


ACT 

• Stand-off safety firing, 
furtiveness, image correlation, 
ground digitalisation, terminal 
guidance. 
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Airport uncertainty upsets plans 
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HONG KONG’S airlines 
confess to mixed emotions. 
Cathay Pacific Airways and its 
associate Dragonair, which 
concentrates on the China 
market, fared better in 1990 
and expect a better 1991 than 
many of their international 
competitors. But negotiations 
on a new Hong Kong airport 
have run into controversy and 
leave the future uncertain. 

Hong Kong wants to build a 
two-runway airport to replace 
Kai Tak, the present one-run- 
way airport which is out of 
date and could reach capacity 
in the next couple of years. But 
the project has been delayed 
because China is worried the 
cost of the new airport, about 
HK$100bn ($13bn) for the first 
phase, will drain Hong Kong’s 
financial reserves in the lead 
up to the colony's return to 
Chinese sovereignty in 1997. 

A planned opening date for 
the first runway in 1997 Is in 
doubt Ur Peter Sutch, manag- 
ing director, Cathay Pacific 
Airways, described the delay 
as “worrying and frustrating”. 
Cathay’s long-term aircraft 
planning could be affected 
because any delay for the new 
airport will mean the company 
has to cope with an overcrow- 
ded Kai Tak for longer. 

Cathay Pacific, which is con- 
trolled by Britain’s Swire fam- 
ily. reported profits fell 9.8 per 


routes to 

first four months. fect0K 
Mr Sutch said load»^ 

were back above 70 gj 0 }"** 

SSTBS “ iff*- 

quicker than the America or 
European airlines will sw- 
mTairline started dafly 
direct flights to Heathrow in 
April for the first 
introducing flights **£5* 
in the UK in I960- But imp 
believes there is 
demand for two London ronhs 
and will keep up its amly 
flights to Gatwick. . 

Cathay recently concluMda 
long-term planning ' 
for new aircraft and is socm to 
decide whether to cony fean 
option on 14 A330s for ddiwry 
from 1996 and whether to 
replace some of its aUa J47g 
from 1998. But with u ncer- 
tain ty about the new airpcat 
project and the indu stry outr 
look, a decision is not expected 
this year. . . 

In 1987 Cathay moved to 
underwrite its future by selUng 


SJjf P® «nt stake to the 
~3™ff«mtroIled China Inter- 
n^^mal Trus t and Investment 
^Poratton (CmC). In Janu- 
^^fethay and its parent 
nsam teamed up 
to take “ntrol of 
Uragouair, a small regional 
which had Inst money 
since being founded in 1985. 
^ptbay and. its parent bought 
“5 Per cent and manner the 
H>ewhileaco^^ con- 
doned by Cmc bought 38.3 

P® ernrt. 

The move signalled the end 
J a battle between Cathay and 
«s new competitor for routes, 
yjttnay transferred its profit- 
able routes into Beijing and 
“banghai to Dragonair which 
now become a feeder air- 
Bne into China from Cathay's 
hub in Hong Knmg 

Hong Kong’s third airline. 
Air Hong Kong, began 
operations in 1987. It is concen- 
trating on cargo and has sched- 
uled services to Manchester 
and Nagoya in Japan. Mr Stan- 
l ey H o, who hag significant 
interests in tourism and gam- 
bling in Macau, took a 50 per 
cent stake in the carrier in 1989 
through his Shnn Tak Enter- 
prises. Air Hong K ong hopes 
for more scheduled routes in 
Asia but is being opposed by 
Cathay. 

Kai T ak handled 18.7m pas- 
sengers last year, an increase 


of 15.4 per cent A long-term 
improvement plan costing 
HK32-3bn vdU increase capac- 
ity to 24m passengers. But fur- 
ther capacity increases are lim- 
ited because of a night-time 
flight curfew to prevent air- 
craft noise in residential areas 
dose to Kai Tak. Some carriers 
can no longer get their pre- 
ferred slots during peak peri- 
ods. Dragonair charter flights 
to China are not allowed to use 
Kai Tak during the afternoons 
because all available slots are 
being used by scheduled carri- 
ers. Hong Kong’s Civil Avia- 
tion Department said Kai Tak 
will reach saturation in 1993 if 
aircraft movements increase at 
10 per cent each year. 

Two factors may relieve 
pressure at Kai Tak. Macau, a 
Portuguese enclave 40 miles 
down the coast from Hong 
Kong, is also building a single- 
runway international airport. 
China has a one-third stake in 
the US$3.5bn project which, 
although delayed, is due for 
completion in 1994. China is 
also building an airport for its 
domestic services at Huangtian 
in Shenzhen, just across the 
border from Hong Kong, which 
could open at the end of this 
year. Both airports could take 
up excess capacity from Hong 
Kong although neither, is likely 
to be real competitors. 

The second factor is Taiwan- 


ese travellers who, because 
there are no direct flights 
between Taiwan and China, 
travel via Hong Kong. Last 
year 3.61m passengers arrived 
from or departed for Taiwan, 
an increase of 18.4 per cent 
China wants Taiwan to start 
direct flights. But even if 
Taiwan agrees it could take 
two years before services start. 

The shortage of space at Kai 
Tak is not only affecting air- 
lines. Hong Kong Aircraft 
Engineering Company 
(HAECO), an aircraft mainte- 
nance company controlled by 
Cathay and Swire Pacific, is 
operating close to capacity. 
The company’s four hangars 
axe now operational nearly 24 
hours a day. Plans for a fifth 
hang ar were shelved when the 
government announced its new 
airport plan. 

Cathay now provides more 
than 50 per cent of HAECO’s 
revenues although the com- 
pany also does maintenance 
for other camera such as Brit- 
ish Airways. Hong Kong’s 
brain drain has badly affected 
HAECO, which in 1990 saw 120 
of its 800 engineers head over- 
seas, some poached by compet- 
itors offering foreign passports. 

Under the terms of the 1984 
Sino British Joint Declaration 
on the 1997 handover of Hong 
Kong, the colony was given the 
power to draft its own air ser- 
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Boeing 747 lands at Kai Tak airport against the background of the Hong Kong skyline 


vice agreements to replace 
gristing British arrangements. 
Hong Kong obtained the right 
because it is determined to 
keep its air traffic rights sepa- 
rate from China to retain 
autonomy and to protect 
Cathay. 

So far only seven out of 24 
air agreements between Hong 
Kong and third countries have 
been separated and signed and 
Hong Kong is concerned about 
stow progress made with China 
on this issue. Closer to 1997 
negotiations will begin with 
the UK to conclude an agree- 
ment to take effect after the 
handover. Hong Kong is also 
negotiating with Vietnam to 
re-lxztroduce direct flights, pos- 
sible later this year. 

Angus Foster 
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Lucas green. Unique systems 


AT THE HEART OF THE WORLD'S GREAT 


AIRCRAFT, SUCH AS ELECTRONIC FUEL 


CONTROLS FOR THE ROLLS-ROYCE 


ENGINES ON THE BOEING 747-400. 


Our colour stands as a symbol 


OF TECHNOLOGICAL EXCELLENCE NOT 
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AEROSPACE BUT IN AUTOMOTIVE AND 


OTHER SELECTED MARKETS - WORLDWIDE 


Lucas success lies in its abi 


TO OPEN UP NEW POSSIBILITIES THROUGH 


THE APPLICATION OF ADVANCED 


NOLOGY. THIS IS JUST ONE RE 
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WHY OUR SYSTEMS ARE CHOSEN BY THE 


WORLD'S LEADING MANUFACTURERS 



Changes on the 
domestic front 


AVIATION has played a 
special role in the development 
of Australia since the forma- 
tion of Queensland and North- 
ern Territory Aerial Services, 
now known as Qantas, in 1920. 
It could hardly be otherwise in 
a country roughly the same 
size as the continental US, but 
with a population of only 17m, 
scattered around a handful of 
cities separated by thousands 
of miles of semi-desert. 

However, a strict regulatory 
regime minimised competition 

by HmiHng the rinmagHr mar - 

ket to two airlin es - govem- 
ment-owned Australian Air- 
lines and Ansett Australia, 
owned jointly by TNT, the 
international transport con- 
glomerate, and News Corpora- 
tion, Mr Rupert Murdoch’s 
media group. 

The result was a duopoly in 
which both domestic airlines 
offered similar services, flying 
similar airplanes from similar 
terminals at similar times. 
Price competition was mini - 
mal. and tickets costly by com- 
parison with North America. 

All that is in tiie process of 
changing following the deregu- 
lation of the domestic market 
from last October, and the 
announcement of plans to pri- 
vatise 100 per cent of Austra- 
lian Airlines and 49. per cent of 
Qantas, the government-owned 
international carrier, which is 
excluded from the domestic 
market 

The government sees deregu- 
lation us a way of revitalising 
the airlines’ management. In 
line with a wider programme 
of structural reform intended 
to remove distortions in the 
economy. Privatisation will 
also reduce the government's 
exposure to the airlines’ 
requirements for new capital 
to finance expansion and fleet 
replacement 

However, there are concerns 
over the derision to go ahead 
with privatisation so soon after 
deregulation, and in the middle 
of Australia’s worst recession 
since 1982/83, which has 
severely damaged airline 
efforts to recover from the 
after-effects of a year-long 
domestic pilots’ strike. 

The two domestic carriers 
are also having trouble coping 
with the advent of an indepen- 
dent competitor, Compass Air- 
lines, which has succeeded in 
sparking off a fares war on 
principal routes. 

As a result, Australian Air- 
lines expects to do little better 
than break even at the operat- 
ing level this year. Mowing 
an operating loss of A$13m 
($iOm) last year, and Ansett is 
likely to make only a modest 
operating profit 
Qantas, hit by the Gulf War 
and recession in its main 
Kn gi fob -sp eaking markets, will 
make an operating loss of 
between A$350m and A$50Gm, 
alleviated by profits of up to 
A$400m from aircraft sales. 

The privatisations will go 
ahead, but the unfavourable 
climate has forced the govern- 
ment to abandon plans to float 
both airlines this year in 
favour of a trade sale of 49 per 
cent of Australian towards the 
end of the year, probably fol- 
lowed by a flotation of the rest 
of the shares next year. The 
sale of Qantas will follow a 
similar pattern, but will proba- 
bly not start until next year. 

Potential purchasers will 
receive an information memo- 
randum seeking bids for up to 
25 per cent of either airhne, 
subject to a total overseas 


shareholding of 40 per cent for 
Australian and 35 per cent for 
Qantas. 

However, both airlines will 
require a significant injection 
of funds to strengthen their 
balance sheets before the sales 
can be concluded. Officials say 
Qantas has debts of more than 
A$3bn compared to equity of 
around A$lbn, and requires 
between A$600m and Aflbn to 
reduce its debt-to-equity ratio 
to more acceptable levels. Aus- 
tralian has debts of A$1.3bn 
compared to net assets of 
around A$L7bn, and is under- 
stood to have asked the gov- 
ernment for A$300m. 

. In both cases, the injection 
will be achieved by rein vesting 
all or most of the proceeds of 
the initial trade sale. 

Analysts say Australian is 
probably worth between 
A$750m and ASlbn, and Qantas 
between A$lbn and A$1.5bn, 
depending on the price over- 
seas airlines are prepared to 
pay for access to the Austra- 
lian market. 

There is no shortage of inter- 
est in Australian, which has 
around 43 per cent of the 
domestic market, and is known 
to have had initial talks with 
overseas airlines. 

Air New Zealand has been 
trying for several years to gain 
access to the Australian 
domestic market, and several 
other airlines are believed to 
be interested, including Singa- 
pore Airlines, Gamda Indon- 
esia, Japan Air Lines, British 
Airways, and United Airlines 
of the US. 

Mr Ted Harris, Australian’s 
chairman, says he welcomes 
the government's decision to 
go ahead with the sales. 

Qantas is in a mnch weaker 
position. It misjudged the 
growth of the tourist market 
after the boom during Austra- 
lia’s bicentenary in 1988, and 
geared up too rapidly to deal 
with growth which has not 
happened. 

As a result, it will have to 
sack 3,000-5,000 of its 20,000 
staff to get beck into line with 
the productivity levels of com- 
peting airlines. 

With the exception of the 
QantHK chairman, the airline's 
management is not highly 
regarded by ministers, who 
believe it has foiled to develop 
a credible long-term strategy. 

Qantas further damaged its 
imag e last month when details 
emerged of a potentially costly 
series of secret agreements 
with Brierley Investments. 
American Airlines and Japan 
Air Lines hatched during the 
joint takeover of Air New Zea- 
land in 1989. 

Qantas says the deals were 
justified because they con- 
ferred partial control of an 
important competitor, and 
blocked a rival bid which 
would have allowed British 
Airways to build a powerful 
South Pacific hub. 

Nevertheless, the episode 
helps explain the government's 
derision to reject proposals put 
forward by Qantas to acquire 
up to 25 per cent of Australian 
to protect its access to domes- 
tic traffic. 

The decision prompted an 
angry response from Mr Dix, 
who said the airline was being 
excluded from the domestic 
market at the same time as the 
government was encouraging 
overseas competitors to buy a 
stake in Australian but minis - 
ters are unimpressed. 

Kevin Brown 
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JAPANESE AEROSPACE 


Gap is slowly narrowing 


THE once huge gap between 
Japanese aerospace companies 
and their US and European 
counterparts is slowly narrow- 
ing. In three areas - aircraft 
component manufacture, jet 
engine development and space 
- Japanese corporations are 
emerging as assertive and 
innovative competitors. 

But in all three fields, 
advances have been marred by 
setbacks, largely stemming 
from changing aerospace 
demands, political shifts and 
simple inexperience. 

Japanese aerospace leaders 
outline three strategies by 
which they hope to correct 
imbalances. They are spending 
more on research and develop- 
ment than their competitors. 
They are collaborating with 
other Japanese and foreign 
companies and with the minis- 
try of international trade and 
industry. They are also trying 
to increase the percentage of 
aerospace-related sales to the 

booming commercial sector, 
acknowledging that the new 
global political order will likely 
reduce demand for such air- 
craft as F15 fighters and P3C 
anti-submarine patrol aircraft. 

In fiscal 1968, according to 
the Society of Japanese Aero- 
space Companies, the value of 
aerospace production almost 
hit Yl.OOObn ($7bn) for the first 
time. But that is less than 5 per 
cent of US production, and 
aerospace sales are barely half 


those of the UK and far below 
France and Germany. 

Further, production or air- 
craft and engines this year has 
been dropping, largely due to 
reduced demand from the 
Defense Agency, which 
accounts for some 75 per cent 
of industry sales. 

The long-term goal, says a 
Tokyo analyst, is to move from 
manufac ture of components, to 
sub-systems and then to com- 
plete aerospace systems. 

For the 1990s. global co-de- 
velopment is the preferred, 
although often controversial, 
route for gaining a foothold in 
the market. . . 

Japan's Mitsubishi Heavy 
Industries and the US’s Gen- 
eral Dynamics Corp are co-de- 
signing a support jet fighter, 
the FSX. But that project drew 
fire from US and Tokyo politi- 
cians in 1989 and 1990 with 
both sides concerned about 
technology transfer that would 
give one nation a competitive 
edge. Escalating developing 
costs suggest the plane will not 
fly until the 21st century. 

Three Japanese companies 

- Mitsubishi Heavy. Fuji 
Heavy Industries Ltd and 
Kawasaki Heavy industries Ltd 

- are also collaborating with 
Boeing on development of a 
new wide-bodied, twin-engine 
passenger jet, the 777. 

But the Japanese companies’ 
plans to become full equity 
partners in the project were 


JAPANESE AIRLINES 

The future is 
looking up 


ON JULY 1, a DC-10 charter jet 
with 300 passengers aboard is 
scheduled to lift off from Fuku- 
oka airport on the island of 
Kyushu, en route to Honolulu. 

That flight the maiden voy- 
age of Japan Air Charter, a 
new Japan Airlines’ (JAL) sub- 
sidiary . will say a good deal 
about what is working for and 
against international air travel 
in Japan. 

For one thing, overseas air 
travel is growing so rapidly 
that even the once inert char- 
ter market is attracting the 
attention of Japan's leading 
carriers. 

For another, the main air- 
ports in Tokyo and Osaka are 
so congested that the airlines 
are increasingly retreating to 
regional airports to operate 
international flights. 

And to top it off, there is a 

E liot shortage, as well as a 
ibonr shortage in Japan, so 
the DC-10' s cockpit crew will 
be American, and its steward- 
esses will be Thai 
In spite of these mixed sig- 
nals, and the bruising down- 
turn in air travel caused by the 
Gulf war, the future is dearly 
looking up for international air 
travel in Japan, and for the 
country’s three main carriers: 
JAL, All Nippon Airways 
(ANA) and Japan Air Systems. 
Indeed, the lack of airport 
capacity may be the only thing 
preventing the air travel boom 
from turning into an explosion. 

Last year. 10,997,431 Japa- 
nese ventured abroad, topping 
1989’s record by 13.8 per cent 
and fulfilling the government's 
"10 Million Plan” two years 
ahead of schedule. The betting 
is that the total will double 
again by 2000. 

The domestic market, which 
often feeds international traf- 
fic, is so vibrant that the 
world’s three busiest routes 
are in Japan - Tokyo-Sapporo, 
Tokyo-Fukuoka, Tokyo-Osaka. 

What is more, a record 3.5m 
foreigners entered the country 
last year, a 17.4 per cent 
increase over 1989. 

The main reasons for the 
overseas travel binge are the 
yen's strength since 1985, 
Japan's near-record economic 
expansion, and a sea change 
here in the attitude toward lei- 
sure time. 

And Japan's air travel busi- 
ness, the world's third biggest, 
behind the US and USSR, still 
has plenty of room to grow. 
“The experience and maturity 
of the market here is like the 
US market of 15 years ago,” 
says Geoffrey Tudor, a spokes- 
man for JAL, the nation's larg- 
est carrier. 

“We expect 20m travellers by 
the year 2000,” Mr Tudor adds. 
"Despite the recent hiccup, 
there doesn't seem to be any 
doubt that will happen.” That 
“hiccup”, of course, was the 
war in the Middle East. The 
government, chagrined by crit- 
icism that it was not doing 
enough to support the allies, 
discouraged overseas holiday 
travel while the war was rag- 
ing. Many Japanese, fearing 
terrorism, were happy to 
oblige. 

Thus, after posting record 
passenger levels from April 
through September, JAL 
reported passenger levels down 
3.5 per cent for the year, to 
about 7.9m. That was the first 
such drop in 14 years, accord- 
ing to JAL. which still bolds a 
dominant 26 per cent share of 
Japan’s international air travel 
market five years after deregu- 
lation deprived it of its over- 
seas flight monopoly. 


ANA, which claims about 4 
per cent of the international 
market, says its overall passen- 
ger totals were up 17 per cent 
from a year ago. The airline, 
whose main business is domes- 
tic travel had been predicting 
a 30 per cent rise. 

Now. the airlines are bank- 
ing that the worst is behind 
them, and they are looking to 
cash in on the new routes each 
has been awarded this year. 

On March 30, JAL inaugu- 
rated direct service between 
Tokyo and Washington, one of 
48 American cities to which it 
operates. 

On March 9, ANA launched 
a direct service to New York, 
the 18th overseas destination 
for the airline since 1986, when 
it was given permission to 
challenge JAL in the interna- 
tional arena. 

And Japan Air Systems, 
which has only two interna- 
tional routes, to Seoul and 
Singapore, and carried 110,000 
passengers overseas last fiscal 
year, is starting up a route to 
Honolulu. 

Yet those are likely to be the 
last additional routes the air- 
lines will be granted until con- 
struction projects are com- 
pleted. perhaps by 1995, at 
Japan’s three major interna- 
tional airports: Narita and 
Haneda in Tokyo, and New 
Kansai international in Osaka. 

Narita. which handles 66.5 
per cent of Japan’s overseas 
traffic, is still, incredibly, 
restricted to just one runway, 
in spite of 25 years of govern- 
ment effort to get local farmers 
to sell their land. 

Japan Travel Bureau, the 
nation’s leading travel agency, 
estimates that because of the 
airport crunch, 1.5m people 
were forced in 1989 to forgo air 
travel. 

In fact, Narita’s inconvenient 
access, limited capacity and 
customs-clearance procedures 
are so bad that officials here 
warn that international cargo 
and passengers will gradually 
shift to other Asian points of 
entry. 

“We have 70 flights a week 
from Narita; if we want to add 
one flight, we have no choice 
but to take one away,” says 
ANA spokesman Tetsuo 
Fukuda. 

ANA has been striving to 
expand its international 
operations. Largely in response 
to airport constraints, both 
ANA and JAL have started co- 
operative ventures with for- 
eign carriers. Thus, ANA now 
has access to airports in Kuala 
Lumpur, Brussels, Stockholm 
and Vienna, since all the ser- 
vices use the foreign carriers' 
aircraft 

And ANA, like the other air- 
lines, is moving to regional air- 
ports and has started up its 
own charter service. 

Other trends include more 
market segmentation and a 
growth in individual travel, 
according to an airline official. 

In addition, business travel 
a lucrative sector, is becoming 
more sophisticated and 
demanding. It will require bet- 
ter pre-flight, in-flight and 
post-flight service. 

Recent examples: JAL is 
starting up a satellite-aided, 
commercial telephone service 
on one of its transpacific 
routes, enabling passengers to 
call Japan. And for its new 
Tokyo-Washington route, the 
airline converted the liquor 
counter in the first-class 
lounge to a sushi bar. 

Mark McQuillan 


thwarted last year. The compa- 
nies will now develop and pro- 
duce some 20 per cent of the 
aircraft's parts, a subcontrac- 
tor status similar to the firms* 
work on Boeing’s 767-30G jet 

Frustrated by Boeing, the 
companies are now eyeing 
work in Europe. British Aero- 
space, which opened a Tokyo 
office last July, recently gave 
an order to Kawasaki Heavy to 
manufacture the fuselage for 
the A321 Airbus. 

And the Mitsubishi group 
and Daimler-Benz AG of West 
Germany last year agreed to 
conduct joint aerospace 
research. Mitsubishi Heavy, 
which built Japan’s renowned 
Second World War plan* the 
Zero, will initially focus on 
R&D of heat-resistant materi- 
als and aerodynamics. 

A couple of Japan-US heli- 
copter ventures are also in the 
works. Mitsui is working with 
Bell Helicopter Textron of 
Texas to develop and produce a 
10-seat helicopter, and Interna- 
tional R&D of Tokyo recently 
bought a stake in Michigan's 
Enstrom Helicopter Corp. 

International collaboration is 
also crucial to Japanese aero- 
space engine development 
efforts. 

For example, the three Japa- 
nese en gine ma ker s - ishika- 
wajima-Harima Heavy Indus- 
tries, Mitsubishi Heavy and 
Kawasaki Heavy - are work- 
ing under the name Japanese 


Aero Engines Corp, as part of 
an international consortium 
building V2500 turbofan 
engines. The engines are 
installed in Airbus Industries' 
150seat A320 and 180-seat A321 
planes and will be used in 
McDonnell Douglas’s MD90 
passenger plane. 

A more ambitious plan is 
development by the three mak- 
ers and four non-Japanese 
companies of a prototype 
engine that will fly at Manh 5, 
about 6,400km an hour. The 
goal is to build a supersonic 
passenger plane that can fly 
from New York to Tokyo in 
about five hours, compared to 
14 hours at present. 

Foreign companies involved 
in the project, which has some 
financial backing from MITI, 
are Pratt & Whitney, General 
Electric, Rolls-Royce and 
France’s Snecma. 

Meanwhile, the National 
Aerospace Laboratory is 
looking to the 21st century 
when it hopes to launch a hori- 
zontal take-Off and landin g 
(Hotel) spaceplane that would 
combine Ike functions of an 
aircraft, space transporter and 
orbital spaceship. 

Two of the industry’s 
strengths are in building solar 
cell panels and in developing 
composite materials. But space 
product manufacturers and 
Japan's space administrators, 
the National Space Develop- 
ment Agency of Japan 


Assembly of the H-1 rocket 
at Mitsubishi In Nagoya 

(NA5DA) and the Institute of 
Space and Astro nautical Sci- 
ence (ISAS), lack the expertise 
and budgets of US space firms 
and of the National Aeronau- 
tics and Space Administration. 

In spite of this, the industry 
has made halting progress. 
Last year, ISAS launched a 
probe into orbit around the 
moon. Also last year, Mitsubi- 
shi Heavy, Kawasaki Heavy 
and 73 other Japanese compa- 
nies set up a consortium ca ll e d 
Rocket System to enter the 
commercial rocket-launching 
business. 

If all these space, engine and 
materials* projects attain their 
potential Japan s 21st century 
aerospace potential appears 
awesome indeed. But history 
suggests that the sum of these 
parts may be less than the 
.whole. 

Paul Addison 


CHINA 
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Bitter internal debate 


THE FUTURE of China’s 
aviation industry revolves 
around a bitter internal debate 
in Beijing over how to build 
the next generation of passen- 
ger aircraft- That debate cen- 
tres on whether the Chinese, 
should award a multi-billion 
dollar contract to Boeing or 
Douglas to develop 
what has become known as 
China’s tronkliaer pro- 
gramme. 

However, in spite of years of 
lobbying and intense political 
manoeu vexing, the Chinese 
government remains dead- 
locked over bow to proceed. 

-The tnmkliner aircraft pro- 
gramme has been bogged » 
down,” said a western amice. 
"There has been no dear deci- 
sion. The Chinese authorities 
are looking for a compromise." 

The debate over the trankli- 
ner programme has been going 
on since the mid-Ms. Whoever 
emerges as the victor will 
wield significant influence 
over China’s aircraft industry. 

The ministry of aerospace 
industry is banking McDonnell 
Douglas, which since 1985 has 
been producing MB82s in 
Shanghai while China’s air- 
line, the civil aviation admin- 
istration of China (CAAC) still 
strongly favours Boeing. 

Under the terms of the pro- 
posed deal which is worth 
between 55bn to $10im, China 
would jointly develop 150 air- 
craft with either Boeing or 
Mcdonnell Douglas. CAAC 
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hai Aircraft Industrial Corp. It 
has delivered 22 out of 25 
MD82 passenger planes with 
10 additional firm orders and 
options for 10 more. 

Under the terms of its pro- 
posal, McDonnell Douglas 
would expand its operation in 
Shanghai patting more capi- 
tal in to become a partner in 
the project. 

In spite of this latest shift 
towards McDonnell Douglas, 
the Chinese have not closed 
the door on Boeing. 

H the tnmkliner programme 
continues is its present form, 
China has stipulated that who- 
ever is the winner will be 
required to source 51 pm cent 
of the value of the aircraft in 
China and most buy back cer- 
tain components for export. 
This includes n g fnwr manu- 
facturers. For Boeing, this 
would apply to General Elec- 
tric of the US. If McDonnell 
Douglas Is selected, the Inter- 
national Aero Engines consor- 
tium, which includes 
Rolls-Royce and Pratt & Whit- 
ney, would do the work. 

It is unclear when China 
will make a decision about the 
tnmkliner programme. There 
is a possibility the Chinese 
could decide after negotiating 
for six more months, or simply 
let the entire process drag on 
indefinitely, while CAAC buys 
the aircraft it really wants, 
western sources said. 

Lynne Curry 


We’ve made things more reliable, 

And that includes our company. 


Today, around the world, Honeywell Control 
Technology is helping make homes more 
comfortable, industry more productive, aircraft 
more efficient, and buildings more energy- wise. 

And, as we continue to improve the world 
around us, we continue to improve ourselves. 

Which is why we've left computers behind. 
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France 
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THE smooth flight of France's 
aerospace companies has run 
into turbulence over the past 
year, in common with practi- 
cally all their international 
competitors. 

The downturn has hit faster 
in France than on previous 
occasions and catches the 
French industry at a sensitive 
moment; in the middle of 
diversification from a stagnant 
military market, hit by the 
political changes in eastern 
Europe and a civil market that 
has swung sharply from expan- 
sion into profound depression. 

All France’s main players 
are feeling the pinch. On the 
civil side, loss-making Air 
France has responded to the 
collapse in air traffic caused by 
the recession and the Gulf war 
by delaying some deliveries of 
jets from Airbus Industrie, the 
European aircraft consortium 
in which Aerospatiale, the 
French state-owned aircraft 
maker, has a 37.9 per cent 
stake. 

Mr Jean Pierson, Airbus’s 
managing director, is predict- 
ing that the consortium will 
win only 170 orders from all 
customers this year, less than 
half the 404 orders won in 1990. 

On the defence side, budget 
constraints have at last forced 
France to rethink its tradi- 
tional reluctance to curb mili- 
tary spending. 

France's defence budget will 
rise by just 2.7 per cent in 1991. 
the first time for years it has 
failed to keep track with infla- 
tion 

Against this disturbed back- 
ground, it is no surprise that 
Aerospatiale, Dassault Avia- 
tion, the producer of fighters 
and business jets and Snecma, 
the state-owned engine pro- 
ducer. have all seen profits fall 
last year, an abrupt end to 
years of growth led by the 
expansion in civil aircraft 
sales. 

Aerospatiale was hardest hit, 
net earnings plunging from 
FFri?04m (S35m) to FFr3Sm. 
Dassault Aviation saw net 
profits fall by 26 per cent to 
FFr218m. Snecma managed to 
limit the damage to a 9.4 per 
cent fall in net profits to 
FFr77m, hit by losses at its 
new Belgian subsidiary. FN 
Moteurs. 

The French aerospace indus- 
try booked FFrl32.4bn of 
orders in 1990, nearly 10 per 
cent down on the previous year 


^ to smooth flight 
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Focus on yesterday: the Paris Air Salon In 1909, the year in which Louts Bldrlot made the first flight 



and a sharp turnround irom 
the 32 per cent rise in 19SP- 

It is bracing itself for an 
even steeper 24 per cent 
decline to FFrlOObn this year, 
according to Mr Bernard Nic- 
olas, managing director of 
Gifas. the aerospace industry 
association. 

Added to this, the dollar's 
fall has caused currency losses 
on exports to the US. though 
Gifas says there is no evidence 
that French suppliers arc yet 
losing market share in th? US. 

The rate of actual deiiveies, 
of course, is relatively sloar to 
respond to the recession since 
aircraft completed today xere 
ordered roughly two years pre- 
viously, when the air transport 
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market was in full expansion. 
Yet already, the French aero- 
space industry's deliveries 
have started to see a signifi- 
cant slowdown. 

Last year’s French sales rose 
by nearly 6 per cent to 
FFrllO^bn, within which civil 
deliveries rose by 9 per cent 
and defence deliveries by 3 per 
cent That compares with the 
12 per cent overall sales 
growth rate in 1989. 

But even at last year's slug- 
gish pace, the Industry pro- 
duced a FFr36bn trade surplus, 
bolding its position as France’s 
biggest exporter at a time 
when the trade balance stub- 
bornly continues to show a def- 
icit 


Defence deliveries accounted 
for a small majority of last 
year’s industry sales. 52 per 
cent of the total, but still sig- 
nificantly less than five years 
ago. 

Civil business accounts for 
jusu over 61 per cent of the 
order book, suggesting that the 
trend towards commercial 
orders will continue, even 
through the recession. 

In spite of the uncertainties 
of the market, the French aero- 
space industry is continuing to 
develop new products and 
international partnerships. 

Aerospatiale and MBB, the 
German aerospace group, are 
merging their helicopter divi- 
sions to form a group with 
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Tomorrow's skr will be different 
from today's. Amici paling the future, 
the men and women of Snecma arc 
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I across the Channel 

combined sales of FFrlObn. 
This will be the world's second 
largest helicopter maker after 
Sikorsky of the US, from whom 
they aim to take market share. 

The French aerospace com- 
pany has signed an accord 
with Deutsche Aerospace and 
Alenia of Italy to develop a 
new family of 80-130 seater 
regional jets and has teamed 
up with Alenia to buy De Hav- 
illand, the Canadian commuter 
aircraft producer. Both deals 
are an example of the Euro- 
pean aerospace groups' eager- 
ness to develop products 
beyond those included in the 
Airbus range, which does not 
cover aircraft with fewer than 
150 seats. 

Snecma, meanwhile, has 
been enlarging its two decades 
of joint civil engine production 
with General Electric of the 
US. by taking a 20 per cent 
stake in heavy-thrust GE 
engines for the emerging mar- 
ket for the new generation of 
wide-bodied commercial air- 
craft. 

Dassault Aviation, which 
has not had a military export 
order for three years, wants to 
expand its business jet activi- 
ties and is seeking limited 
co-operation with other aero- 
space groups such as Alenia, 
which has a 25 per cent stake 
in the new Falcon 2000 busi- 
ness jet 

The company’s future rests 
on the Rafale, which is under- 
going development flights and 
is due to enter service with the 
French air force and navy from 
the end of 1996. 

William Dawkins 


Iberia received the first of 22 Airbus A320s on order last December 


SPAIN 


In search of partners 
for new projects 


MR JAVIER ALVAREZ VARA, 
the youthful aeronautical engi- 
neer who presides over Spain’s 
state-owned aerospace busi- 
ness, makes a specific point 
about Construcciones Aeronau- 
ticas SA (CASA), the company 
that he has been running far 
the past four years: “Look at 
our operational results, not at 
our finan cial results.” 

If his advice is heeded, CASA 
comes across as a competitive 
small-to-medium aerospace 
company that has earned a 
niche in the industry. It has 
used its home-grown technol- 
ogy to create marketable prod- 
ucts and to enter into a series 
of European alliances in tbe 
civilian and the military fields. 

If the financial results are 
examined, the future for 
Spain's aerospace company 
looks far from buoyant for it is 
undercapitalised and loses 
money consistently. 

Mr Alvarez Vara believes 
CASA will have losses of 
Pta4^bn ($42m) when it pres- 
ents its consolidated 1990 
results next month, a marginal 
improvement on the 1989 loss 
of Pta4.6bn. He does not expect 
any improvement this year and 
he frets about the PtalSbn 
costs of servicing CASA's 
Ptal20bn debts. 

These financial results are a 
painful paradox for a company 
that has sold its aeroplanes 
worldwide and is a partner in 
the Airbus and the European 
Fighter Aircraft (EFA) pro- 
grammes. 

The operational results sug- 
gest CASA is in excellent 
shape. Income last year rose 
from Pta87bn to Ptal02.8bn, in 
spite of a Pta96:$l exchange 
rate that represented a puni- 
tive burden for the company 
which earns 70 per cent of its 
revenue in the undervalued US 
currency and spends its fixed 
costs in overvalued pesetas. 
Last year's income was a com- 
pany record and it indicated 
that CASA has tripled its sales 
in four years for in 1986. with a 
dollar exchange rate of Ptal35, 
income was Pta43bn. 

Part of Mr Alvarez Vara's 
chagrin is that he has achieved 
excellent operating results by 
trimming CASA's labour force, 
from 10,700 to 9,500. 

Productivity has never been 
higher in the Spanish company 
nor has its business environ- 
ment looked more promising. 

In August, CASA will pass a 
significant milestone in its 
quest for a sustained high 


income when it delivers the 
first wings of a new 50-seat 
regional airlin er being devel- 
oped by Saab and which is due 
to roll out in November. The 
delivery follows a break- 
through 1989 PtafiObn contract 
with the Swedish aerospace 
company that brought CASA 
into the manufacturing process 
of the Saab 2000. 

When Sweden’s regional air- 
liner enters full production in 
1993, CASA's supply of wings 
to the Saab 2000 should repre- 
sent as much as 6 per cent of 
the company's total revenue. 
But the more revealing result 
of the cooperation agreement 
is that it has prompted the 
Spanish company to study the 
possibilities of building an 
advanced turbo-prop plane for 
70 passengers. 

Mr Alvarez Vara believes the 
philosophy that has guided the 
development of the Saab 2000 
could be applied to a larger air- 
craft for which there is a mar- 
ket niche. 

The progress of the Saab 
2000 venture has delighted 
CASA executives but they are 
uneasy that the bottom tine of 
such revenue-earning agree- 
ments is that the company 
merely supplies parts of an air- 
craft to a larger aerospace 
group. 

This is why Mr Alvarez 
Vara, whose maxim is that 
CASA's business is to build air- 
craft, has taken the venture 
one stage further. 

The company is still moti- 
vated by its primary vocation 
of developing aircraft and its 
greatest pride is its versatile 
CN-235 turbo-prop which can 
transport 44 passengers or five 
tonnes of cargo. 

The company has done well 
with the CN-235, having sold 
178 units, 50 of which will be 
assembled in Turkey. The air- 
craft has proved a worthy suc- 
cessor to the C-212 Aviocar, a 
sturdy, short takeoff and land- 
ing plane that is used world- 
wide by 47 operators, and these 
two aircraft, together with a 
fighter-trainer dedgned for the 
Spanish airforce, go some way 
towards meeting CASA's ambi- 
tions as an aircraft producer. 

The 70-seat advanced turbo 
prop being studied requires 
co-operation agreements that 
would be far more meaningful 
than the one with Saab. A key 
component of the study is the 
identification of potential part- 
ners for the venture because 
Mr Alvarez Vara concedes “we 


could not develop such a proto- 
type on our own for we simply 
do not have the resources”. 

Such a venture is viewed at 
CASA almost as an insurance 
policy should iis worst fears on 
the future of the EFA pro- 
gramme be realised. The com- 
pany is contributing the rear 
fuselage to the projected Euro- 
pean fighter and, much in the 
mann er of the other aerospace 
firms involved in the consor- 
tium, it is anxiously awaiting 
the final go-ahead by European 
governments. 

Mr Alvarez Vara, who views 
the Germans as the “weak 
link" in the project, says the 
EFA programme is "vital'' to 
the Spanish company. 

Fortunately, CASA can fall 
back on the Airbus pro- 
gramme, which accounts for 20 
per cent of income. It would 
like to apply the lessons 
learned in the Airbus alliance 
to potential partnerships devel- 
oping a 70-seat regional air- 
liner. 

The reasoning is that if 
CASA can play a relevant role 
in consortiums to develop 
sophisticated combat planes 
and big carriers such as those 
of the Airbus series, it should 
be able to evolve similar agree- 
ments to build regional passen- 
ger aircraft 

However, Mr Alvarez Vara 
acknowledges that CASA can- 
not go it done. “We can only 
survive through alliances and 
we must be interdependent 
because we cannot be indepen- 
dent." 

Before cementing such alli- 
ances the company’s financial 
situation must first be settled. 
The most pressing problem is 
not so much that CASA is los- 
ing money but that its owner, 
the public sector holding com- 
pany Institute Nacional de 
Indus tria (END, is haemorrhag- 
ing even more. 

INI's losses last year, with 
further losses forecast this 
year, do not suggest that new 
funds will be forthcoming. 
What is required is an increase 
in share capital which would 
reduce the state’s 90 per cent 
holding and bring in private 
Spanish investors and a for- 
eign aerospace group. 

Mr Alvarez Vara’s ambitions 
to remain in the aircraft build- 
ing business depend on an 
injection of new funds to help 
CASA pay off its debts and 
undertake new ventures. 

Tom Burns 


ITALY 




Alenia’s disappointing debut 
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P O W E R 


DISAPPOINTMENT arose at 
the dividend declared at the 
end of April by Italy’s state- 
controlled aerospace corpora- 
tion Alenia. 

The company, created in 
December last year from the 
merger of the Aeritalia and 
Selenia subsidiaries of the IRI 
state holding corporation, 
announced that its ordinary 
shares would earn L90, a fall of 
nearly 50 per cent on the divi- 
dend paid by Aeritalia for its 
1989 financial year. 

With its accounts recording 
a decline in profits from L56bn 
(S44m) on L2,564bn sales in 

1989 to only L30bn on L3,703bn 
sales, Alenia’s first year had 
not been easy. 

In getting to grips with 
changing conditions and stiff 
competition, Alenia has given 
some signs of the path that it 
will follow. But it is considered 
surprising that, in the year 
since the decision to merge 
Aeritalia with Selenia, the cor- 
poration has not yet started a 
thorough rationalisation. 

On the contrary. Alenia 
increased its payroll in its first 
year by more than 400 to 
nearly 22.000. the group closing 

1990 with just over 30,000 
employees. 

Nevertheless, notwithstand- 
ing disappointment over the 
dividend and tbe apparent 
absence of progress in rational- 
isation, the new corporation is 
an important step forward for 
Italian aerospace. It has 
brought together the resources 
of two large corporations oper- 
ating in similar or related tech- 
nologies and markets, and 
offers scope for substantial effi- 
ciency improvements. 

What has been done, there- 
fore, in transforming potential 


into reality? In unstitching and 
restitching the corporate pieces 
of its Aeritalia and Selenia 
components, Alenia has cre- 
ated four divisions: 

■ Alenia Aeronautica: design, 
construction and maintenance 
of civil and military aircraft 
and aero engines. This 
accounts for 53 per cent of 
business. 

■ Alenia Sistemi Difesa: design 
and manufacture of air 
defence, command/con- 
trol/communication, missile 
and avionics systems (27 per 
cent of business). 

■ Alenia Spazio: design and 
construction of space systems 
(10 per cent of business). 

B Alenia Sistemi Civili: design 
and manufacture of air/mari- 
time traffic control and com- 
munication systems (10 per 
cent of business). 

Management faces its big- 
gest problems in the military 
field, the most taxing concern- 
ing three large aircraft con- 
struction projects. Though mil- 
itary work has allowed the 
Italian aerospace industry, and 
Alenia 's Aeritalia predecessor 
in particular, to close the tech- 
nological gap separating Italy 
from other western countries, 
demands for the “peace divi- 
dend" are putting programmes 
under pressure. 

Funding difficulties will 
probably prevent the Italian 
Air Force from procuring the 
full number of Tornado aircraft 
foreseen when Aeritalia 
became a founding partner in a 
project of fundamental impor- 
tance to the development of 
Italian aerospace. Few believe 
Italy will buy all five batches 
of the AMX light attack air- 
craft developed in partnership 
with Brazil Fewer than 140 out 


of 238 sought by the Air Force 
are likely to enter service. 

Much depends on the Euro- 
pean Fighter Aircraft, for 
which Alenia is Italy's repre- 
sentative. With its ancient F104 
fighters the Italian Air Force 
urgently needs EFA. However, 
even if the project receives the 
go-ahead, it seems unlikely 
that Italy will take up its 
agreed, initial quota of 165. It is 
widely thought that no more 
than 110 will be bought 
While there are serious prob- 
lems for the aircraft division, 
the future for Alenia’s defence 
systems looks even more 
clouded. Notwithstanding the 
success of the Aspide/Spada 
systems, and the stimulus of 
the Gulf war, detente in 
Europe means less interest in 
these and in Alenia’s other 
missile projects. It is thought 
that the corporation has yet to 
sell its Skyshark weapon sys- 
tem. 

Matters look brighter for 
civil projects, particularly air 
traffic control systems, for 
which Alenia’s Selenia prede- 
cessor had an international 
reputation and order portfolio. 
Alenia’s civil aircraft work is 
also buoyant. 

However, Alenia probably 
considers its most successful 
civil venture to be its transal- 
pine partnership with Aero- 
spatiale on the ATR regional 
airliner in its 42- and 72-seat 
versions. Recent developments 
have underlined the strategic 
importance of the link with 
Toulouse. 

With its French partner and 
Germany's Dasa, Alenia Is 
engaged in a project for a 
100-130 seat regional jet air- 
craft This will compete with 
British (BAe 146 derivative), 


Dutch (stretched Fokker 100) 
and European rivals (a smaller 
A320 from the Airbus consor- 
tium), the latter being a ven- 
ture in which Italy has only a 
marginal sub-contracting 
involvement. 

Prospects are clearly 
brighter for Alenia’s civil busi- 
ness than in military work. 
The same is true for Agusta, 
the helicopter maker that 
belongs to Italy's EFIM state 
holding corporation, its biggest 
project, the EH101 collabora- 
tive venture with Britain’s 
Westland, suffers considerable 
uncertainty. The fourth memo- 
randum of understanding 
between the Italian and British 
governments, giving authority 
for spending on production 
preparations, should have been 
signed. But delays in a British 
decision on an integrated mis- 
sion system, coupled to Italian 
budgetary constraints, means 
that the MOU will not he 
signed before July. 

Agusta hopes the fifth MOU 
will be signed before the end of 
this year, which will allow 
start of production. And the 
go-ahead from the Italian and 
British governments will trig- 
ger an order from the Cana- 
dian Navy. 

Although conceived as a 
naval helicopter, the EH101 is 
widely seen as a winner in tbe 
civil sector. The three-engined, 
all-weather helicopter will be 
able to carry 6.000kg at a cruis- 
teg speed of 150 knots. Its 
range with 30 passengers will 
be nearly 500 miles. 

Yet the EHlOl's civil poten- 
tial cannot be realised until 
production of the naval version 
starts. 

David Lane 

’V - 







USSR 


Reform still bogged down 


THERE are few areas of the 
Soviet economy which better 
illustrate the yawning gap 
between Soviet talk of reform 
and reality than the country's 
airline industry. 

Aeroflot, the national car- 
rier, last year announced plans 
for sweeping market reforms 
which would break its monop- 
oly on air transport and 
improve its services. One year 
on, reform has yet to get off 
the ground, and the airline - 
still synonymous with the Civil 
Aviation Ministry in spite of 
plans for divorce - continues 
to turn away an annual aver- 
age of 20m passengers. 

Plagued by a shortage of air- 
craft, Aeroflot is still waiting 
for the delivery of new Soviet 
civilian airliners, the long-haul 
Ilyushin -96-30 Q and the 11-114 
for regional flights. Originally 
promised for last year, these 
planes have so far failed to 
emerge from the bowels of the 
Aviation Industry Ministry, the 
state body which runs civilian 
manufacturers such as Ilyus- 
hin and Tupolev. In the mean- 
time, Aeroflot has ordered five 
Airbuses, due for delivery in 
November, but these are only a 
drop in the ocean compared to 
what its needs. 

Talk of converting part of 
the Soviet defence industry, 
including military aviation, to 
civilian uses is still only talk. 
The manufacturers of world-fa- 
mous MiG and Sukhoi air force 
jets have been pursuing talks 
on cooperation with western 
manufacturers to build civilian 
planes, but without any tangi- 
ble results. 

So what are the reasons for 
this list of failures? The prime 
cause is a lack of political win 
for radical economic reform, 
although this may change as 
President Gorbachev seeks to 
attract,' western aid in return 
for genuine market reforms. 

Twinned with the failure to 
reform is an absence of favour- 
able} conditions for foreign 
investment. 

In] spite of this, some foreign 
airlines are already coming in 
with capital, in anticipation of 
future opportunities in the 
Soviet market. 

thansa has set up a joint 
Iture with Aeroflot to mod- 


ernise the main Moscow air- 
port of Sheremetievo. while 
British Airways is involved in 
a similar project at the domes- 
tic terminal of Domodedovo. 

But such investors are likely 
to remain pioneers as long as 
the state bureaucracy contin- 
ues to control the industry, as 
long as the rouble is not con- 
vertible and as long as protec- 
tion of foreign investment 
remains inadequate. 

The only reform to take 


to find the finance it needs to 
begin operations. 

Left to its own devices, the 
Civil Aviation Ministry has 
turned some of Aeroflot's 
regional divisions into "con- 
cerns” - pseudo-corporations 
which are supposed to become 
independent. The Azerbaijani 
offshoot of Aeroflot was 
renamed Azerbaijani Airlines 
in December, while the Lithua- 
nian branch of Aeroflot has 
been called Lith uanian Air- 
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effect so far has been an 
increase in fares under the 
government’s April 2 reform of 
most state retail prices. But 
while Soviet customers with 
hard currency can obtain tick- 
ets for international flights, 
those with roubles often have 
to wait for months to get book- 
ings to fly out of the country. 

Inertia at the top has not 
meant a lack of effort at grass- 
roots level. But there are limi- 
tations to what entrepreneurs 
can achieve without support 
from the government for ener- 
getic demonopolisation and for- 
eign investment 
"Change at Aeroflot has sim- 
ply been a change of name- 
plates,” complains Mr Alfred 
Malinovsky, head of the Soviet 
pilots' union. He is one of a 
group of pilots, former civil 
aviation ministry officials, and 
private entrepreneurs who are 
trying to set up a long-haul 
airline called ASDA, to com- 
pete with Aeroflot 
But in spite of exploratory 
talks on the possible purchase 
of Boeing-747s, ASDA has yet 


lines for three years now. 

But all of these remain 
dependent on the central min- 
istry (ie Aeroflot) for aircraft 
and infrastructure - since 
there are no plans to redistrib- 
ute Aeroflot’s assets to the 
daughter airlines which are 
supposed to compete with it 

Aeroflot says that these 
daughter enterprises must buy 
the planes from it; hardly a 
way of encouraging competi- 
tion. The government has 
promised for months to set np 
an independent anti-monopoly 
c ommissi on to handle demono- 
polisation. Until it does, how- 
ever, the world's largest carrier 
is unlikely to mai«» much head- 
way in breaking up its own 
monopoly. 

Similar inertia affects the 
country’s manufacturers of 
civilian aircraft, who for 
decades have suffered from a 
lack of competition (Aeroflot 
would take anything it got 
from them) and relatively little 
investment compared to the 
privileged defence sector. 

In another sign of the back- 


wardness of Soviet manufac- 
turers, Aeroflot is now negotia- 
ting with General Electric 
Pratt- Whitney to re-engine its 
H-86s in order to cut their fuel 
consumption and pollution lev- 
els. 

Under the government’s 
efforts to switch the emphasis 
of Soviet industry from civilian 
to military output, MiG and 
Sukhoi are trying to move into 
the production of civilian air- 
craft. 

In 1989, Sukhoi and Gulf- 
stream of the US announced 
plans to co-operate on the con- 
struction of a supersonic busi- 
ness plane, although this has 
yet to materialise. Mr Anatoly 
Belosvet deputy chief of the 
Mfkoyan design bureau, which 
man a ge s the production of MiG 
combat planes, says be expects 
to conclude civilian contracts 
with western companies at the 
Paris air show. But he gives 
few details, saying MiG is 
looking into the development 
of a supersonic business plane, 
as well as to make trainer air- 
craft, to replace Czechoslovak 
L-410S and L-610&. The latter 
were supplied to the* Soviet 
Union by Czechoslovakia until 
January, when it demanded 
foreign currency in keeping 
with a switch by Comecon 
countries to hard currency 
trading. 

Mr Belosvet rfatmg that only 
defence plants can attract 
western investment to build 
world-class airliners. He says 
this is not only because of 
their technological prowess - 
for matanra in a e rod ynamics , 
but also because they are 
accustomed to competition - 
of sorts. 

"All these years the military 
aviation industry worked in 
tough competition with the 
west," says Mr Belosvet “We 
had no right to create inferior 
bombers and fighter planes. 
We were already competing 
with General Dynamics and 
McDonnell-Douglas- " 

Mr Belosvet also reveals that 
Paris will see the first display 
in the west of his latest fighter 
plane, the MiG-31, which has 
never been exported but may 
be in future. 


Leyla Boulton 
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SWEDEN 


Dogfight over fighter’s future 


THE Swedish aerospace 
industry is engaged in a dog- 
fight with the government over 
the future of the JAS 39 Gripen 
combat aircraft. 

The programme to develop a 
combined fighter and ground 
attack jet with reconnaissance 
capability has been plagued by 
cost over-runs and delays. The 
problems have created tensions 
between the state and the JAS 
industrial consortium (IG JAS) 
led by Saab-Scania. 

One source of friction is the 
fixed-cost contract that the 
consortium received in 1982 to 
develop the aircraft and deliver 
its first 30 units. The industry 
said it was forced to accept the 
strict contract terms under 
duress, with the government 
otherwise threatening to shut 
down the Swedish aerospace 
industry by placing its order 
abroad for a new combat jet. 

"The problem with the con- 
tract is that technical solutions 
cannot be produced in a lim- 
ited time and cost framework 
supported by penalty clauses" 
said Mr Georg Karnsund, the 
former chairman of IG JAS, in 
his farewell speech as Saab- 
Scania president to sharehold- 
ers last month. 

Problems with the computer 
software that controls the JAS 
aircraft's fly-by-wire flight sys- 
tem caused the first JAS proto- 
type to crash in February 1989. 
This helped push the project 
more than two years behind 
schedule and increased devel- 
opment costs, which the indus- 
trial partners have to bear 
under the fixed-cost contract 

Saab-Scania estimates that it 
has suffered SKr2bn (S326m) in 
extra costs for JAS in the past 
three years. Analysts estimate 
rFrV.* - ilia’s loss margin 


on the JAS during the develop- 
ment phase could be 20 per 
cent 

The increased cost of JAS 
has dragged down the profit- 
ability of the company’s aero- 
space division. In spite of buoy- 
ant sales for the £aah 340 and 
Saab 2000 commuter aircraft, 
the division made a modest 
profit of only SKrlllm last 
year on turnover of SRr4J5bn. 

The JAS consortium, which 
also includes Volvo Flygmotor 
and Ericsson, has been seeking 
a higher price for a second 
order of 110 aircraft to help 
recover the spiralling develop- 
ment costs. But the govern- 
ment last November rejected 
their bid. which is believed to 
ask for a 50 per cent increase 
on the SKrl2bn earmarked for 
the purchase of this aircraft 
batch. Officials explained that 
the total project was already 
exceeding its original budget of 
SKr54bn by SKrSbn. 

In a show of displeasure, the 
government also announced 
that It would delay placing its 
order for the 110 aircraft by 
one year until mid-1992. It 
accused the JAS consortium of 
failing to achieve promised 
technical and performance 
standards due to a lack of man- 
agement supervision and 
resources and said more flight 
tests and development work 
were needed. 

The sharp nffiriai rebuke led 
to a shake-up of IG JAS’s top 
management early this year. 
Mr Bjorn Svedberg. the chair- 
man of the telecommunica- 
tions concern Ericsson, suc- 
ceeded Mr Karnsund as 
chairman of the IG JAS group. 
Mr Hans Ahlinder, vice-presi- 
dent of Saab-Scania’s defence 
technology division Combitech, 


replaced Mr fiarald Schroder 
as IG JAS president 
The new leadership is adopt- 
ing a conciliatory tone. Talks 
about the order for 110 aircraft 
are due to resume in October, 
with the government and par- 
liament expected to take a 
final decision before July 1992. 

The consortium’s negotiation 
position has been strengthened 
recently by a progress report 
on the JAS conducted by FMV . 
the Swedish defence procure- 
ment agency, which predicts 

The programme to 
develop a combined 
fighter and ground 
attack jet has been 
plagued by delays 

that the aircraft will achieve 
its technical and flight perfor- 
mance goals. 

The negotiations over the 
second stage of the JAS, never- 
theless. are expected to be 
tou gh in addition to seeking a 
higher purchase price for. the 
aircraft. IG JAS also wants to 
government to approve fund- 
ing for the development of a 
two-seat JAS trainer version. 

The consortium argues that 
the trainer aircraft is neces- 
sary to win export orders. It 
has already bid for an order 
from the Finnish Air Force and 
hopes to sell the aircraft to 
other small European coun- 
tries. _ . 

Although the JAS project Is 
facing political opposition, par- 
liament is likely to approve a 
follow-on order, especially 11 
the non-socialists gain a major- 
ity of seats after the elections 
in September. The government 


might, however, split the order 
into two or more stages to 
make it politically more accept- 
able. 

But JAS is not the only 
worry confronting Saab Air- 
craft. In spite of a rapid 
increase is sales for its com- 
muter aircraft during the past 
five years, orders could level 
off over the next several years 
as the airline industry falls 
into recession. This has raised 
concerns about the ability of 
some customers to pay or take 
delivery on aircraft ordered. 

In addition, the global mar- 
ket for medium-sized com- 
muter aircraft, of which Saab 
claims a 36 per cent share, is 
like ly to grow more competi- 
tive as more aircraft makers 
enter the field. 

The Saab 340 only achieved 
profitability last year and it 
will take several more years 
before the Saab 2000 generates 
ea r nings. 

Saab has stepped up us pro- 
duction of the Saab 340 from 32 
aircraft in 1989 to an expected 
55 aircraft this year. It has 
delivered two-thirds of the 337 
S«ah 340 ordered to 30 opera- 
tors, with American Eagle, the 
regional carrier owned by 
American Airlines, being the 
biggest customer with 120 air- 
craft 

The Saab 2000, a bigger 50- 
seat version of the Saab 340, is 
expected to be rolled out at the 
end of tins year. After flight 
tests are completed next year, 
deliveries will start in 1993 
with the first customer being 
Crossair of Switzerland. The 
Saab 2000 has received 46 firm 
orders and options for another 
134. 

John Burton 
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Fokker seeks foreign pact 




FOKKER, the Dutch aeroplane 
builder, is stepping up its 
efforts to form a partnership 
with one or more foreign com- 
. titors as it prepares to 
evelop a new 130-seat aircraft 

The company is looking for 
what it calls a "full swing part- 
ner” to share development 
costs on new projects and to 
complement Fokker 1 a existing 
family of aircraft, the 50-seat 
turboprop Fokker 50 and the 
100-seat twinjet Fokker 100. 

Fokker, one of only five civil- 
ian aircraft makers in the west- 
ern industrialised world, is 
well aware that several other 
aerospace groups are also plan- 
ning to launch 130-seat air- 
craft. yet it remains 
undaunted. "Four players in 
that market segment are too 
many, but Fokker believes that 
it must be one of those four," 
Mr Marten Kuilman, the com- 
pany's chairmap, has said. A 
feasibi lity study on launching 
a 130-seat aircraft is due to be 
completed by the end of the 
year. 

If necessary. Fokker says it 
would be willing to give up its. 
independence to conclude a 
viable partnership. But com- 
pany officials also emphasise 
that Fokker would not agree to 
a merger at any price and that 
it would continue to go it alone 
if need be. 

Arranging a partnership is 
not an absolute precondition 
for launching a new aircraft, 
but it would certainly help. 
Although it can count on 
receiving grants towards devel- 
oping a new aeroplane from 
the Dutch state, which holds a 
32 per cent stake in the com- 
pany, FOkker would also like to 
share the risk of launching a 
new product with a counter- 
part in the aviation world. 

The company, which was 
rescued from the brink of 
bankruptcy in 1987 and has 
since returned to financial 
health, has made dear that it 
will not be content to become 
simply an assembly plant as 
part of any merger or partner- 
ship deal. It wants to remain 
actively involved in new prod- 
uct development as well as in 
marketing and product sup- 
port . 

The proposed 130-seat air- 
craft would essentially be a 
derivative of the Fokker 100, 
with two of the main differ- 
ences being new landing gear 
and new anginas . The company 



Fokker 100 powered by a Rolle-Royce Tay enflin® 


is also studying the idea of a 
Fokker 80, an 80-seat aeroplane 
incorporating a slightly 
stretched fuselage from the for- 
mer Fokker Friendship and 
wing aerodynamics from the 
Fokker 100. lids would give 
the company a full "family” of 
regional aircraft ranging from 
50 to 130 seats. 

Fokker* s search for an aero- 
space partner takes it a signifi- 
cant step further than its exist- 
ing cross-border 

subcontracting ventures, such 
as the purchase of fuselages for 
the Fokker 100 from Messer- 
scfamltt- Bo eJko w Blnhm of Ger- 
many and wings from Short 
Brothers of Ireland. 

The Dutch company's possi- 
ble co-development of a 130- 
seat aircraft would also mark a 
new departure: the develop- 
ment larmrh of th e Fokker 
50 and Fokker 100 in the early 
1980s were solo efforts. 

Talk of international 
co-operation is not new for 
Fokker. Indeed, in the 1960s 
and 1970s the Dutch company 
entered into partnership 
arrangements with Vereinigte 
Ffugtechnische Werke of Ger- 
many and, later, with McDon- 
nell Douglas of the US. How- 
ever, both ventures were 
short-lived. 

In 1987, when the Dutch gov- 
ernment bailed out Fokker 
after it ran into difficulties, 
politicians were quick to say 
that the mmpaTiy shmiM link 
up once more with another 
aeroplane to secure its fhture. 

With Fokker now back in the 
Mack, the company is in a bet- 


ter Position to negotiate a pos- 
sfldipa ct than a fewyearsago. 
Mrkmlman - wbo wiil be 
succeeded by Mr Erik Jam Ned- 
erkooru. the current finance 
director- when he retires in 
5£gU - bas declined to give 
deShs of the progress so far, 
S only that to company 
ha£peen in contact with all 
the world’s aircraft builders. 

■ A- joint venture or merger 
with a US company would help 
coition Fokker from its tradi- 
tional vulnerability to the 
exchange rate of the dollar. 
However, with only a few 
North American companies to 
r*.jv>cp from, a European part- 
ner is more likely, analysts 
say; 

Hie dollar's decline in 1990 
wreaked havoc on Fokker’s 
plans to resume its dividend 
payments after a gap of four 
years. Because it had hedged 
its dollar revenues to the end 
of 1991. Fokker’s 1990 profits 
were not endangered by to 
dollar's decline. But the pros- 
pect of prolonged dollar weak- 
ness prompted Fokker to 
announce a wide-ranging cost- 
cutting drive at the end of 1990. 
With workers facing lay-offs 
and suppliers including 
Rolls-Royce being asked to 
lower prices, Fokker felt 
unable to pay out a portion of 
its profits to shareholders, in 
apife of its buoyant 1990 
results. 

Fokker’s net profit rose 
sharply last year, doubling to 
FI 98.4m ($43m) from FJ 42.2m 
in 1989. The steep increase was 
due ’mainly to a decline in fin- 


ancing charges, to book profits 
on divestments and to higher 
contributions from associated 
companies. Operating profit 
excluding interest charges rose 
by 21 pear cent to FI 93.8m. 

The company has yet to 
enter profits from to sales of 
Fokker 50s and Fokker 100s on 
to its books. 

Fokker says it will start tak- 
ing profits on to sales of its 
new aircraft when to project 
as a whole reaches break-even 
point sometime in the mid- 
1990s. 

The two aeroplanes are 
already making a positive con- 
tribution to Fokker’s cash flow. 

Fokker remains cautious 
about the outlook for 1991, say- 
ing much win depend on the 
value of the dollar and the 
readiness of airlines to resume 
ordering new aircraft So ter, 
the company has said only that 
the first quarter developed 
"according to plan”. The com- 
pany’s order books remain well 
filter! but the inflow of new 
orders, especially for the Fok- 
ker 50, slowed in 1990. This led 
to the departure in February 
1991 of Mr Gees Biersma. the 
company's sales director. His 
successor, who has yet to be 
found, will automatically 
become a member of an expan- 
ded, four-man group managing 
board, underscoring the imper- 
ative of finding fresh custom- 
ers for Fokkeris existing two 
aeroplanes as it ponders and 
plans the launch of two addi- 
tional a ircraft. 

Ronald van de Krol 


A Barrelful of Experience 



At Shorts, this 3211 fuselage section for the Canadair Regina!' 
Jet says much about our past, and about our future. ‘ . 

• _ — . : y- ! 

Our past experience spans 90 years In aerospace,- frw toe 
fabric of balloons and the construction of thousands of aircraft, to 
the advanced materials of the future. We have the people, we liave 
the knowledge - our customers and order book today are erttesce 
of that • 

And the tools. We're investing heavily, and wisely. Hundreds 
ot millions of dollars over four years. Giving our people world-class 
facilities, confirming Shorts capabilities as a world-class company - 
Equipping ourselves to compete with the best and win: t ■-} ■ 
There's a new spirit in Shorts. It's competitive. InnWahve. 
entrepreneurial. And it's to be found everywhere - in our aircraft 
aerostructures. nacelles, defence systems. . . . 

It's the combination of man and machine that took tbeflretof 
these fuselages, from contract to dispatch in just 12 months. 
Quality built Right first time. 

A barrel-toad of know-how? Just try us! - : . 
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Last year, Australian Airlines 
decided to buy three new Boeing 
aircraft 

They opted for a Foreign Sales 
Corporation lease and then asked 
NatWest to help structure the deal. 

This was a highly complex inno- 
vation but nonetheless typical of 
the way in which we work. 

We are committed to finding 


new ways of handling our clients’ 
more intricate requirements which 
is why, in 1987, we established the 
Aerospace Agency. 

Working within our Aerospace 
Group and alongside our specialists 
in leasing and syndicated loans, 
this expert unit now handles 
business worth £.1 1 .5 billion. 

This finances 350 aircraft for 9 


airline companies in association 
with over 300 banks. And these 
figures are continuing to climb 
If your own finances could 
benefit from an imaginative 
approach, Theo van Hensbergen 
on 071-920 5234 will be pleased to 
put you in touch with the team 
Whatever the problem, you’ll 
find we rise to the challenge. 
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